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RURAL HEALTH CARE DISPARITIES CREATED 
BY MEDICARE REGULATIONS 


TUESDAY, JULY 28, 2015 

House of Representatives, 

Subcommittee on Health, 
Committee on Ways and Means, 

Washington, D.C. 

The Subcommittee met, pursuant to call, at 10:06 a.m., in Room 
1100, Longworth House Office Building, the Honorable Kevin 
Brady [chairman of the subcommittee] presiding. 

[The advisory announcing the hearing follows:] 


( 1 ) 
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Chairman Brady Announces Rural Health Hearing 

Congressman Kevin Brady (R-TX), Cliainnan of the Subcommittee on Health, today 
announced that the subcommittee will hold a hearing to discuss rural health cure 
disparities created by Medicare regulations. The hearing will take place on Tuesday. 
July 28, 201? in 1 100 Longworih House orfice Building, beginning at 10:00 A.M. 

Oral testimony at this hearing will be from the invited witness only. However, any 
individual or organization may submit a written statement for consideration by the 
committee and for inclusion in the printed record of the hearing. 

Details for Submission of Written Comments: 

Please Note: Any person(s) and/or organization(s) wishing to submit written comments 
for the hearing record must follow the appropriate link on the hearing page of the 
committee website and complete the informational I'orms. From the committee 
homepage, http;/7waysandnieans.house.gov, select "Hearings." Select the hearing for 
which you would like to make a submission, and click on the link entitled. "Click here to 
provide a submission for the record.” Once you have followed the online instructions, 
submit all requested information. ATTACH your submission as a Word document, in 
compliance with the formatting requirements listed below, by the close of business on 
Tuesday, August 1 1 2015. For questions, or if you encounter technical problems, please 
call (202) 225-3625 or (202) 225-2610. 

Formatting Requirements: 

The committee relies on electronic submissions for printing the offtcial hearing record. 
As always, submissions will be included in the record according to the discretion of the 
committee. The committee will not alter tlic content of your submission, but we reserve 
the right to format it according to our guidelines. Any submission provided to the 
committee by a witness, any materials submitted for the printed record, and any written 
comments in response to a request for written comments must conform to the guidelines 
listed below. Any submission not in compliance with these guidelines will not be printed, 
but will be maintained in the committee files for review and use by the committee. 

1 . All submissions and supplementary materials must be submitted in a single 
document via email, provided in Word format and must not exceed a total of 10 
pages. Witnesses and submitters are advised that the committee relies on 
electronic submissions for printing the official hearing record. 

2. All submissions must include a list of all clients, persons and/or organizations on 
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whose behalf the witness appears. The name, company, address, telephone, and 
fax numbers of each witness must be included in the body of the email. Please 
exclude any personal identifiable information in the attached submission. 

3. Failure to follow the fonnatting requirements may result in the exclusion of a 
submission. All submissions for the record are final. 

The committee seeks to make its facilities accessible to persons with disabilities. If you 
are in need of special accommodations, please call 202-225-172 1 or 202-226-34 1 1 
TTD/TTY in advance of the event (four business days notice is requested). Questions 
with regard to special accommodation needs in general (including availability of 
Committee materials in alternative formats) may be directed to the committee as noted 
above. 

Note: All committee advisories and news relea.ses are available 
at http://www .w'avs andm cans.housc.uov '. 
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Chairman BRADY. Good morning. Welcome to today’s hearing to 
discuss rural healthcare disparities created by Medicare regula- 
tions. This is an important issue for all, but the challenges facing 
beneficiaries and providers are especially evident to those of us 
who represent districts that aren’t completely urban. 

Our constituents are seeing firsthand the difficulties caused by 
overregulation and bureaucracy. And it’s our rural neighbors who 
pay the price when it comes to access. Take, for instance, the so- 
called 96-hour rule. Critical Access Hospitals are a critical piece of 
rural health infrastructure. Doctors at Critical Access Hospitals 
have to certify that it is reasonable that an individual be dis- 
charged and transferred to a hospital within 96 hours of being ad- 
mitted to a Critical Access Hospital. That arbitrary cutoff doesn’t 
always match the medical reality for patients seeking treatment at 
facilities near their homes. I personally heard from St. Joseph’s, a 
Critical Access Hospital in my district, on the problems with the 
96-hour rule. 

Or consider the rules related to physician supervision: Physician 
shortages are a reality in many parts of our country. Rules that 
change the way routine therapeutic services are handled in rural 
areas or rules that bar physician assistants from providing serv- 
ices, like hospice, disrupt access and the continuity of care for rural 
beneficiaries. 

We can do better. We must do better. We will do better. We 
should provide relief for all of our hospitals and providers from 
overly burdensome regulations in bureaucracy. There is no better 
place to start that process than with our rural hospitals. There is 
much to be done, and today we are lucky to have here firsthand 
accounts from providers serving rural communities. First, we have 
Shannon Sorensen, CEO of Brown County Hospital in the 
Ainsworth, Nebraska, a constituent of Mr. Smith. Next, we have 
Tim Joslin, the CEO of Community Regional Medical Centers in 
Fresno, California, a constituent of Mr. Nunes’. Then we have 
Carrie Saia, the CEO of Holton Community Hospital, a facility in 
Congresswoman Jenkins’ hometown in Kansas. Finally, we have 
Dr. Daniel Derksen from the University of Arizona. 

We are very happy to have you here today. 

This is the latest in a series of hearings held by the Health Sub- 
committee in the wake of the passage of legislation to fix the way 
Medicare pays our Nation’s physicians. Now, I know we mentioned 
this in our MedPAC hearing last week, but it stands repeating: We 
are in the midst a great opportunity to reform how Medicare reim- 
burses hospitals and post-acute-care providers, all critical to saving 
Medicare for the long term. 

I hope today we can make progress in understanding the con- 
cerns facing those in rural areas. 

And before I recognize the ranking member. Dr. McDermott, for 
the purpose of an opening statement, I ask unanimous consent that 
all members’ written statements be included in the record. 

Without objection, so ordered. 

I now recognize Dr. McDermott for his opening statement. 

Mr. MCDERMOTT. Thank you, Mr. Chairman. 

I want to thank the witnesses for coming this morning. I look for- 
ward to hearing what you have to say. I believe there is room for 
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us to work together to address how we deliver health care to people 
who live in rural areas. I also believe that if we are going to have 
a serious conversation about this topic, we need to get the facts 
straight. Time and time again, I hear from Republican colleagues 
about rural hospitals closing down, threatening access to health 
care for many communities. 

I happen to represent an area where we have the WWAMI pro- 
gram, which covers one quarter of the United States’ land mass, so 
I know about rural areas. And as they do with virtually every per- 
ceived problem in the healthcare system, my colleagues place the 
blame for all of it squarely on the Affordable Care Act. There is an- 
other side to this story. 

One of the major financial strains placed on hospitals is uncom- 
pensated care — has been for years. When patients, many of whom 
are poor and quite sick, are not covered by insurance and cannot 
afford to pay out of pocket, hospitals have to pick up the cost. It 
has been true — and we have not had the ability in the law yet to 
say you don’t have got to take care of somebody. So if somebody 
comes in, you have to take care of them. And somebody pays; it is 
the hospital. 

We recognized this problem when we passed the Affordable Care 
Act. We worked to reduce uncompensated care coverage — dramati- 
cally through an expansion of coverage of Medicaid. This would 
provide some of the more economically or most economically vul- 
nerable people, many living in rural underserved areas with access 
to coverage. 

However, under Republican leadership, more than 20 States — 20 
States — refused simply to accept Medicaid expansion, simply be- 
cause it was part of President Obama’s Affordable Care Act. Their 
decision has left 4.3 million people without insurance, forcing hos- 
pitals, many of them which serve rural areas, to pick up the cost. 
And not coincidentally, 80 percent of the hospitals that have an- 
nounced recent closures are in States that chose not to expand 
Medicaid — 80 percent are in States that didn’t expand Medicaid. 
This is not a problem of Medicare regulations governing rural hos- 
pitals, nor is it a problem with the Affordable Care Act. It is a 
problem with the party that would prefer to sabotage the Presi- 
dent’s healthcare program for political purposes rather than try to 
make it work. 

So if we want to improve access to rural care and address the 
issue of rural hospital closures, we have to start by convincing the 
leadership to do what they should have done in the first place and 
expand Medicaid. To address the needs of rural communities, we 
also need to have long-term investments in our professional work- 
force. 

The United States faces a growing shortage of physicians and 
healthcare providers. That is nurse practitioners, PAs, all the peo- 
ple that provide care in rural ares. And it is predicted to reach in 
physicians alone by 2025 between 46,000 and 91,000 people short 
to provide what is necessary. Rural areas are going to have a par- 
ticular scarcity of physicians. We have tried lots and lots of things 
in the WWAMI program, but we continue to run into some of the 
same problems. 
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Now, we should be skeptical that the solution of the problem lies 
in gutting Medicare support for graduate medical education in 
urban areas. There is minimal evidence whatsoever that this will 
result in more doctors practicing in rural areas. It will simply exac- 
erbate the nationwide doctor shortage and lower the quality of 
training. There are better ways to train physicians who serve in 
rural areas. I encourage my colleagues to look at some alternatives. 

The University of Washington has run the WWAMI program, as 
I mentioned, which trains physicians not only in the cities but out 
in the rural areas. They are placed out in little bitty places, and 
they see what it is like. And they learn what is necessary, but also 
getting them to stay is tough. The program is the finest in primary 
care and rural in the whole country and has ably served the com- 
munities in Washington, Wyoming, Alaska, Montana, Idaho, for 
more than four decades. 

There are some other investments I believe we have to make if 
we are really going to deal with rural access. We can treat the 
medical profession like we treat the armed services and provide 
ROTC-style medical school scholarships to doctors who agree to a 
tour of service in underserved areas. I call this RDOCS, and I be- 
lieve it is a smart investment. We don’t think there is anything 
wrong with giving somebody a college education and then keeping 
him in the Navy or the Army or the Air Force for 5 years. Why 
don’t we do the same thing with medicine? Get somebody to sign 
a contract upfront: I will take the scholarship, but I will serve 5 
years as a result of that. Now, that is the only way you are going 
to get people out there for a long enough period for them to decide, 
you know, maybe I want to stay here. That is the real problem. 

Moving forward, rather than attacking our existing programs 
and pitting urban areas against rural areas, as we are going to do 
with this GME and IMF and all the rest of it, I invite my col- 
leagues to consider alternatives that would make a meaningful dif- 
ference in rural areas. 

I yield back the balance of my time. 

Chairman BRADY. Thank you. Dr. McDermott. 

We are really excited to have the witnesses today. We think 
there is some common ground on areas like this that we can move 
forward on. 

So, Mr. Joslin, you are recognized for 5 minutes. 

STATEMENT OF TIM JOSLIN, CEO, COMMUNITY REGIONAL 
MEDICAL CENTERS, FRESNO, CA 

Mr. JOSLIN. Thank you, Mr. Chairman, Ranking Member 
McDermott, and Members of the Subcommittee. My name is Tim 
Joslin, and I am the chief executive officer of Community Medical 
Centers, based in Fresno, California. I appreciate the invitation to 
testify today about rural healthcare disparities and the role of fed- 
erally funded graduate medical education, known as GME. 

Community Medical Centers is the largest healthcare provider in 
California’s agricultural heart, San Joaquin Valley. We are a not- 
for-profit public-benefit operation operating four hospitals: Commu- 
nity Regional Medical Center in Fresno; Clovis Community Medical 
Center; Fresno Heart & Surgical Hospital; and Community Behav- 
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ioral Health Center. Community Medical Centers accounts for one- 
third of all inpatient discharges in the five-county region. 

We run a level 1 trauma center, a burn center, and an ambula- 
tory care center. We are also the largest inpatient provider of Medi- 
Cal services and uncompensated care in the region. Our downtown 
Fresno emergency department is one of the busiest in the State 
with some 114,000 visits a year. We provide all of this with the 
help of about 300 medical residents and fellows from the UCSF 
School of Medicine. 

Our challenge is unique and daunting. The rural San Joaquin 
Valley, though rich agriculturally, is very poor economically. Twen- 
ty-five percent of residents live in areas of concentrated poverty, 
making it the fifth poorest area in the country. In Fresno County 
alone, one-third of all children live at our below the poverty level. 
About 20 percent of Fresno County residents do not speak English 
and one-third of adults have not obtained a high school diploma. 
The entire area’s population has significantly higher than average 
rates of asthma, diabetes, and obesity. Nearly one-third of the pop- 
ulation qualifies as obese, for example. The Valley also has a high- 
er than average incidence of chronic lung disease, likely due to is 
well-documented air quality issues. 

To make these sobering statistics even worse, the San Joaquin 
Valley suffers from a doctor shortage. The Valley has 48 primary 
care physicians per 100,000 residents, well below the minimum rec- 
ommended level of 60. If need is the measure, our region of the 
country should have more physicians per capita, not fewer. Grad- 
uate medical education is the key to solving this inequity. Commu- 
nity Medical Centers collaborates with the University of California 
San Francisco to support the training of graduate medical students. 
We currently support some 250 medical residents studying in eight 
areas, including primary care and emergency medicine. And we 
support 50 fellows studying in 17 medical subspecialties. This GME 
program is a critical feeder to the region’s entire physician popu- 
lation, and we would like to grow the pro^am. 

We are constrained, however. Our Medicare funding for GME po- 
sitions is frozen at 1997 level. Community Medical Centers has ex- 
panded the program on its own beyond what Medicare funds by in- 
vesting well over $400 million over the last 10 years, but consid- 
ering that Community Medical Centers now shoulders more than 
$180 million in uncompensated care each year, the ability to ex- 
pand our GME program on our own is financially limited. This in 
turn limits our ability to provide our region’s residents access to 
health care now and in the future. 

In a region where the need for physicians is perhaps the greatest 
in the country, we are at a disadvantage under the current Federal 
system of allocating GME slots, yet our ability to expand access to 
physicians is highly dependent upon the GME program. As the In- 
stitute of Medicine’s recent report noted, the location of one’s med- 
ical school and GME training are predictive of practice location. 
Our own experience shows this. Close to 30 percent of our trained 
residents remain in the region to practice medicine. The current 
GME allocation criteria and caps have led to significant geographic 
disparities, as noted in a recent health affairs report, and are most 
acutely felt in our region of California. 
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For example, our region’s population has increased by a third 
since 1997, yet our federally funded resident physicians have re- 
mained at the 1997 level. This contributes to the disparity we see 
in the ratio of physicians to population. Community Medical Cen- 
ters supports not only the expansion of GME but, equally critical, 
better allocation of GME slots to underserved regions within a 
State. We believe that policy goals of federally funded GME would 
be better served by a revised allocation system and urge this com- 
mittee to consider proposals. We believe this will directly lead to 
more efficient and effective health care in our rural underserved re- 
gion. 

Thank you again for this opportunity. 

[The prepared statement of Mr. Joslin follows:] 
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STATEMENT OF TIM JOSLIN 
CEO, Community Medical Center 
Before the 

United States House of Representatives 
Committee on Ways and Means 
Subcommittee on Health 

July 28, 2015 


Mr. Chairman, Ranking Member McDermott, and members of the 
Subcommittee, my name is Tim Joslin and I am the Chief Executive 
Officer of the Community Medical Centers based in Fresno, California. 1 
appreciate the invitation to testify today about rural health care 
disparities and the role of federally funded graduate medical education, 
known as GME. 


Community Medical Centers is the largest health care provider in 
California's agricultural heart, the San Joaquin Valley. We are a not-for- 
profit, public benefit corporation operating four hospitals — 

Community Regional Medical Center in Fresno, Clovis Community 
Medical Center, Fresno Heart and Surgical Hospital, and Community 
Behavioral Health Center. Community Medical Centers accounts for one- 
third of all inpatient discharges in the five-county region. We run a 
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level-1 trauma center, a burn center, and an ambulatory care center. We 
are also the largest provider of inpatient Medi-Cal services and 
uncompensated care in the region. Our downtown Fresno emergency 
department is the one of the busiest in the state, with some 1 14,000 
visits a year. We provide all this with the help of about 300 medical 
residents and fellows from the IJCSF School of Medicine. 

But our challenge is unique, and daunting. The rural San foaquin Valley, 
though rich agriculturally, is very poor economically. Twenty-five 
percent of residents live in areas of concentrated poverty, making it the 
5“’ poorest area in the country. In Fresno County alone, one-third of all 
children live at or below the poverty level. About 20% of Fresno County 
residents do not speak English, and one-third of adults have not 
obtained a high school diploma. The entire area's population has 
significantly higher than average rates of asthma, diabetes and obesity. 
Nearly one-third of the population qualifies as obese, for example. The 
Valley also has a higher than average incidence of chronic lung disease, 
likely due to its well-documented air quality issues. 
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To make these sobering statistics even worse, the San )oaquin Valley 
suffers from a doctor shortage. The Valley has 48 primary care 
physicians per hundred-thousand residents, well below the minimum 
recommended level of 60. 

If need is the measure, our region of the country should have more 
physicians per capita, not fewer. Graduate medical education is the key 
to solving this inequity. 

Community Medical collaborates with the University of California San 
Francisco to support the training of graduate medical students. We 
currently support some 250 medical residents studying in eight areas, 
including primary care and emergency medicine. And we support 50 
fellows studying in 17 medical sub-specialties. This GME program is a 
critical feeder to the region's entire physician population, and we'd like 
to grow the program. 

We are constrained, however. Our Medicare funding for GME positions 
is frozen at a 1997 level. Community Medical Centers has expanded the 
program on its own — beyond what Medicare funds — by investing well 
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over $400 million over the last 10 years. But considering that 
Community Medical Centers now shoulders more than $180 million In 
uncompensated care each year, the ability to expand our GME program 
on our own is financially limited. And this, in turn, limits our ability to 
provide our region's residents access to health care now and in the 
future. 

In a region where the need for physicians is perhaps the greatest in the 
Country, we are at a disadvantage under the current federal system of 
allocating GME slots. Yet our ability to expand access to physicians is 
highly dependent upon the GME program, As the Institute of Medicine's 
recent report noted, "The location of one’s medical school and GME 
training are predictive of practice location." Our own experience shows 
this. Close to 30% of our trained residents remain in the region to 
practice medicine. 

The current GME allocation criteria and caps have led to significant 
geographic disparities, as noted in a recent Health Affairs report, and 
are most acutely felt in our region of California. For example, our 
region’s population has increased by a third since 1997, yet our 
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federally funded resident positions have remained at the 1997 level. 
This contributes to the disparity we see in the ratio of physicians to 
population. 

Community Medical Centers supports not only the expansion of GME, 
but equally critical, better allocation of GME slots to underserved 
regions within a state. We believe the policy goals of federally funded 
GME would be better served by a revised allocation system and urge 
this Committee to consider proposals. We believe this will directly lead 
to more efficient and effective health care in our rural, underserved 
region. 

Thank you again for this opportunity. 
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Chairman BRADY. Thank you, Mr. Joslin. 

Ms. Sorensen, you are recognized for 5 minutes. 

STATEMENT OF SHANNON SORENSEN, CEO, BROWN COUNTY 
HOSPITAL, AINSWORTH, NEBRASKA 

Ms. SORENSEN. Good morning, my name is Shannon Sorensen. 
I am the CEO of Brown County Hospital, a Critical Access Hospital 
located in north central Nebraska. I would like to thank Chairman 
Brady, Ranking Member McDermott, and the members of the 
House Ways and Means Subcommittee on Health for holding this 
hearing. 

Approximately one in six Americans live in rural areas and de- 
pend on the hospital in their communities. We are exactly one of 
those facilities. Not only does our location, being over 150 miles 
from the nearest tertiary facility, affect us, our patient mix being 
over 70 percent Medicare also makes us more reliant on public pro- 
grams. Changes, such as the 96-hour rule, often have significant 
and problematic consequences for rural providers. 

Due to the great support of our local community, compared to 
many of my peers, our hospital’s financial situation is stable, but 
we are especially vulnerable to Medicare and Medicaid payment 
cuts. We are the communities and hospitals that most need your 
help. 

The 96-hour rule is especially burdensome in our day-to-day mis- 
sion of providing health care in our communities. Erom the creation 
of CAH designation, until late 2013, an annual average of 96-hour 
stays allowed CAH’s flexibility within the regulatory framework set 
up for the designation. 

The new policy of strict enforcement of a per-stay 96-hour cap 
creates an unnecessary red tape. Not only does it potentially limit 
access to health care by forcing rural beneficiaries to travel farther 
for treatment, it may deter them from necessary care, inconven- 
ience patients, and add travel costs to Medicare. It impedes rural 
providers in their ability to care for their patients. Having to focus 
on regulatory burdens interferes with the best judgment of physi- 
cians and other healthcare providers, placing them in a position 
where our providers are constantly making regulatory decisions to 
dictate the medical decisions they need to make. The 96-hour con- 
dition of payment leaves no room for a needed change in the med- 
ical care plan if treatment does not go as anticipated. 

It is also important to note that while we must maintain an an- 
nual average length of stay of 96 hours, we offer some critical med- 
ical services that have standard lengths of stay greater than 96 
hours. Enforcing the condition of payment will force us to eliminate 
these 96-hour-plus services and cause financial pressures that will 
severely affect our ability to operate. These are important services 
in our community and allow patients to get needed services and re- 
cover around their family and friends. 

CAHs in Nebraska and across the country support the Critical 
Access Hospital Relief Act, which would remove the 96-hour condi- 
tion of payment. I especially want to thank my Representative, 
Congressman Smith, for introducing the important legislation. 
Rural facilities and providers face many challenges without the 
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heavy hand of government. We must he given the flexibility to pro- 
vide affordable and efficient health care. 

Another burdensome regulation is the expansion of mandatory 
direct physician supervision. We simply do not have the manpower 
and resources to abide by these arbitrary regulations. Our highly 
trained licensed personnel are not able to practice at the highest 
level of their scope with this regulation. 

For 2015 and beyond, the agency requires a minimum of direct 
supervision for all outpatient therapeutic services furnished in our 
Critical Access Hospital, unless it is on the list of services that may 
be furnished under general supervision or is designated as nonsur- 
gical extended duration therapeutic service. 

We are deeply disappointed that CMS did not heed concerns that 
this policy will be difficult to implement, will reduce access, and is 
clinically unnecessary. CAHs and small rural hospitals support the 
adoption of the default standard of general supervision, consistent 
deflnition of direct supervision, and prohibiting enforcement of 
CMS’ retroactive reinterpretation back to 2001. 

H.R. 170 delays the unnecessary and burdensome physician su- 
pervision regulations and requires CMS to study their impact. We 
already face many unique challenges, such as providing quality 
care with more limited resources; satisfying complicated adminis- 
trative requirements with a smaller staff; complying with numer- 
ous Federal regulations, which limit the discretion of highly trained 
providers; and now to be located in the building to render these 
services. 

Our community has one full-time primary care physician who is 
supported by two mid-level providers. With some of the regulatory 
burdens we face — such as requiring only a physician to oversee car- 
diac rehab or only a physician being able to order durable medical 
equipment, home health, or hospice services — any time our lone 
physician is not on our campus, takes vacation, or attends con- 
tinuing education, significant patient needs have to wait. 

Our very capable mid-levels are able to provide the needed serv- 
ices in our emergency room and throughout the hospital. It makes 
no sense to prevent them from being able to do the same for car- 
diac rehabilitation, outpatient therapeutic services or other nec- 
essary services. 

Medicare provides vital funding for many rural payment pro- 
grams, including Critical Access Hospitals. This subcommittee and 
Congress has the power to ensure Americans living in rural Amer- 
ica who depend on the hospital will have access to appropriate 
care. 

Again, thank you. Congressman Smith, for introducing H.R. 169. 
We appreciate the subcommittee’s interest in the matter and urge 
it and the Congress to support much needed legislation. Thank you 
for your time and listening to our impact. 

[The prepared statement of Ms. Sorensen follows:] 
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Brown County Hospital. Ain.swoith, Nebraska on behalf of 
Brown County Ho.spital and the Nebraska Hospital Association 
House Coniinittec on Ways and Means 
Subcommittee on Health 

July 28.2015 

Good morning, my name is Shannon Sorensen. I am the CEO of Brown County Hospital, a 
critical aeccs.s hospital ICAH) located in north central Nebraska. I would like to thank Chairman 
Brady, Ranking Member McDennott, and the members of the House Ways and Means 
Subcommittee on Health for holding this hearing. 

Approximately one in every six Americans lives in rural areas and depends on the hospital in 
their communities. Remote location, small size, limited workforce, physician shortages and ollen 
strained financial situations pose unique challenges for rural hospitals. Not only docs our 
location, being over 150 miles from the nearest tertiary facility alTcct us. our patient mix being 
over 70% Medicare also makes us more reliant on public programs. Changes such as the “')fi 
Hour Rule” ollen have significant and problematic consequences for rural providers. 

Due to the great support of our local community, compared to many of my peers, our hospital's 
financial situation is stable, but we are particularly vulnerable to Medicare and Medicaid 
payment cuts. Furthermore, many of my colleagues are struggling. Currently 38% of CAHs have 
a negative operating margin. CAHs make up nearly 30% of acute care hospitals, but receive less 
than 5% of total Medicare payments to hospitals. CM.S actually spends 2.5% less on rural 
beneficiaries than it does on urban beneficiaries. Unfortunately, the hospitals and communities in 
dire .straits are too absorbed in their struggles to keep their doors open to rtatch out to their 
members of Congress or to come and testify like I am doing today. We are the communities and 
hospitals that most need your help. 

96 Hour Rule. Recent CM.S guidance, in relation to its two-midnight admissions policy, implies 
that the agency will begin enforcing a condition of payment for CAHs that requires a physician 
to certify that a beneficiary may reasonably be expected to be discharged or transferred to 
another hospital within 96 hours of admission. If the provider cannot certify this, the hospital 
either must transfer the patient or face non-reimbursement. This requiremait adds one more 
unnecessary burden on our rural facility, others like it and the Medicare beneficiaries who 
already must travel long distances for treatment. From the creation of the CAH designation until 
Page 2 
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late 20I3 an annual average of % hour slays allowed CAHs Ilexibilily W'ithin the regulatory 
framework set up for the designation. The new poliey of .striet cnforecincnt of a per stay 96 hour 
eap creates unnecessary red-tape. Not only does it potentially limit access to health care by 
forcing rural beneficiaries to travel even farther for treatmenL it may deter many from seeking 
necessary care, inconvenience patients and add travel costs to Medicare. This enforcement 
eliminates important flexibility to allow general surgical services well suited for our high quality 
local providers to be able to perform needed and necessary procedures. It also impedes rural 
providers in their ability to care for their patients. Having to I'tK-us on regulatory burdens 
interferes with the be.st judgment of physicians and other health care providers, placing them in a 
position where highly qualified local providers cannot provide care for their patients. 

It is also important to note, that while CAHs must maintain an annual average length of stay of 
% hours, they olTer some critical medical services that have standard lengths of stay greater than 
96 hours. Enforcing the condition of payment will force CAHs to eliminate those “96 hour plus" 
services and cause tmancial pressures that will severely alTect our ability to operate. Ultimately, 
access to care for beneficiaries in rural communities will diminish. 

CAHs in Nebraska and across the country support the Critical Access Hospital Relief Act (HR. 

1 69/S. 258), which would remove the 96 hour condition of payment. 1 am especially pleased to 
thank my representative. Congressman Smith, for introducing this important legislation. Rural 
facilities and providers face many challenges without the heavy hand of government. Wc must 
be given the llexibility to provide alTordable and ciTicient health care. 

Physician Superv ision. Another burdensome regulation is the expansion of mandatory direct 
physician supervision. Physician supervision rules require a physician's presence and direct 
supervision over nearly all routine procedures administered in hospitals. While physician 
supervision requirements are less of a challenge for large hospitals, they can be very problematic 
in areas with few doctors. CAHs simply do not have the manpower and resources to abide by 
these arbitrary regulations. Nor does this regulation allow all of our licensed personnel to 
perform within the highest level of their scope of practice. 

The Centers for Medicare and Medicaid Services (CMS) previously delayed enforcement of 
physician supervision for CAHs as did Congress through 2014. CMS recently removed its 
moratorium on Medicare contractors enforcing its policies related to its "direct supervision" 
requirement of outpatient therapeutic services furnished in CAHs and small niral hospitals with 
100 or fewer beds. 

For 2015 and beyond, the agency requires a minimum of direct supervision for all outpatient 
therapeutic services furnished in small rural hospitals and CAHs, unless the service is on the list 
of services that may be furnished under general supervision or is designated as a nonsurgieal 
extended duration therapeutic service. CAHs and small rural hospitals are deeply disappointed 
that CMS did not heed their concerns that this policy will be difUcult to implement, will reduce 
access and is clinically unnecessary. CAHs and small rural hospitals support: 


Page 3 
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• Adoption ofa default standard of “general supervision" for outpatient therapeutic 
services, supplemented with a reasonable exceptions process with provider input to 
idcntily those specific procedures that require direct supervision; 

• Assurance thau for t’AHs, the definition of "direct supervision" is consisteni with the 
CAH conditions of participation that allow a physician or non-physician practitioner to 
present w ithin 30 minutes of being called; and 

• Prohibiting enforcement of CMS's retroactive reinterpretation that the "direct 
supervision" requirements applied to services furnished since Jan. I, 2001 . 

H.R. 170 delays the unnecessary and burdensome physician supervision regulations and requires 
CMS to study their impact. CAHs already face many unique challenges such as providing quality 
care with more limited resources, satisfying complicated administrative requirements with a 
smaller staff, complying with numerous federal regulations which limit the discretion ofhighly 
trained providers that provide lifesaving services to some of our most elderly rural populations. 

Our community has one full-time primary care physician who is supported by two mid-lev el 
providers. With some of the regulatory burdens we face such as requiring only a physician to 
oversee cardiac rehab, or only a physician being able to order durable medical equipment, home 
health or hospice services, anytime our lone physician is not on our campus, significant patient 
needs have to wait. Our very capable mid-levels are able to provide the needed services in our 
emergency room and throughout the hospital. It makes no sense to prevent them from being able 
to do the same for cardiac rehabilitation outpatient therapeutic services. 

Electronic Health Records (EHRs) and Meaningful Use. CAHS and small rural ho.spitals 
continue to be concerned about the impact of the EHR incentive program on CAHs and small 
rural providers. Specifically, this program should close, not widen, the existing digital divide. 
Yet, CMS data indicates that CAHs. in particular, have found it more challenging to meet 
mcaningllil use requirements than their urban counterparts, partly due to limited vendor choice 
and capacity. While the impact of the incentive has been a positive experience for us, we arc 
struggling with an older population which has less access to computers; consequently making it 
dilTicult to meet Meaningful U.se requirements for the patient portal. 

TwO'Midnight/Palient Status. Whether a patient is admitted to a hospital as an inpatient or 
treated under outpatient observation status has implications for Medicare payment and Medicare 
beneficiary coverage. Traditionally, the decision to admit a patient as an inpatient has been up to 
the judgment of the treating physician, with oversight from the hospital and input from the 
patient. CMS recovery audit contractors (RACs) and Medicare administrative contractors 
(MACs) have repeatedly second guessed physician judgment, declaring that some patients who 
were admitted should not have been. This has, in turn, created ambiguity over who decides what 
constitutes an appropriate admission and what the criteria are fur making such a determination. 

In an effort to clarify that ambiguity, CMS addressed the issue of patient status in the PY 2014 
inpatient PPS final rule and finalized its 'Two-midnight" policy whereby the agency will 
generally consider hospital admissions spanning two midnights as appropriate for payment under 
Page 4 
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the inpatient PP.S. In contrasL hospital stays ol'lcss than two midnights will generally be 
considered outpatient eases, regardless of clinical severity. Unl'ortunately, that efl'ort added more 
pressure to an already stressed I'lnancial situation for most CAIIs. In addition, it creates more 
expenses lor our Medicare bencliciaries who arc already on fixed incomes. 

Recosery Audit Contractors (RACs). The RAC program needs to be relomicd to realigat the 
financial incentives that drive RACs to inappropriately deny claims. Payment structure for RACs 
should be changed from the current 9-12.5 percent conimi.ssion on every denied claim to a 
retainer that does not invent them to deny claims. To ensure auditing accuracy, RACs should be 
asses.sed financial penalties for poor performance. The one-year timely filing limit to rebill 
outpatient (Part U) claims should be eliminated, which would allow hospitals to request 
outpatient payment for certain denied inpatient claims. RACs should only be able to consider the 
medical information that is available when a patient is seen by his or her physician when 
determining whether an inpatient stay was necessary. Our slatT spend many laborious hours 
submitting appeals with additional supporting documentation to defend claims that were clearly 
appropriate and necessary. 

Conclusion. Medicare provides vital funding for many rural payment programs including the 
critical access hospital (CAH), sole community hospital (SCH), Medicare-dependent hospital 
(MDH) and rural referral center (RRC) programs. This subcommittee and Congress has the 
power to ensure that Americans living in rural areas who depend on the hospital in their 
communities will have access to the appropriate care they need by removing the heavy hand of 
govcminent. .Again. I want to thank Congressman Smith for introducing H.R. 169. We appreciate 
the Subcommittee’s interest in this matter and urge it and Congress to support this much needed 
legislation. Thank you for your lime and listening to our impact. 
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Chairman BRADY. Great, thank you. 

Ms. Saia, you are recognized for 5 minutes. 

STATEMENT OF CARRIE SAIA, CEO, HOLTON COMMUNITY 
HOSPITAL, HOLTON, KANSAS 

Ms. SAIA. Good morning, Mr. Chairman, and Members of the 
Subcommittee, thank for the opportunity to speak today. 

More than 36 percent of all Kansans live in rural areas and de- 
pend on the local hospitals serving their community. Rural hos- 
pitals face a unique set of challenges because of our remote geo- 
graphic location, small size, scarce workforce, physician shortages, 
higher percentage of Medicare and Medicaid patients, and con- 
strained financial resources with limited access to capital. 

These challenges alone would make it difficult for many rural 
hospitals to survive. However, the increasingly burdensome Federal 
regulations that are being placed on healthcare providers make it 
difficult to budget, plan, and adequately prepare for the future. 

Today, I would briefly like to share some challenges specifically 
related to the Medicare policy on direct supervision of outpatient 
therapeutic services and the 96-hour physician certification re- 
quirement. 

First, I want to highlight the impact of Centers for Medicare and 
Medicaid policy for direct supervision about patient therapeutic 
services. This requires that a supervising physician be physically 
present in a department at all times when Medicare beneficiaries 
receive these services. This policy places additional unnecessary fi- 
nancial burden on my organization. Holton Community Hospital is 
staffed similarly to many rural hospitals across the Nation. Many 
have either a mid-level provider staffing their hospital with a phy- 
sician available for supervision or a physician readily available 
within 30 minutes response time. 

Staffing a physician onsite, as required by the regulations, will 
either result in changing our organizations then profitable bottom 
line into a negative bottom line or restrict the ability for us to be 
able to provide those services to our beneficiaries in our commu- 
nity. 

One example of an outpatient therapy service that is a signifi- 
cant impact to our beneficiaries is the ability to offer intravenous 
infusions on an outpatient basis. There is a growing need for this 
service throughout our community. Due to a noted increase in the 
last couple of fiscal years, 2013 and 2015, this volume grew by over 
22 percent. Not being able to provide this in our community and 
having the beneficiaries travel outside the community to receive 
this treatment would ultimately result in the beneficiary — a cost to 
them as well. 

I strongly encourage this committee to extend the enforcement 
delay on direct supervision requirements for outpatient therapeutic 
services provided in Critical Access Hospitals for calendar year 
2015. I strongly encourage the committee to work to pass H.R. 
2878, as well as legislation that would address this problem on a 
more permanent basis. 

A second area I would like to highlight today is the 96-hour phy- 
sician certification requirement related to the Medicare condition of 
participation on the length of stay for Critical Access Hospitals. 
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The current Medicare condition of participation requires Critical 
Access Hospitals to provide acute inpatient care for a period that 
does not exceed on an annual basis 96 hours per patient. 

In contrast, the Medicare condition of payment for Critical Access 
Hospital requires a physician to certify that a beneficiary may rea- 
sonably be expected to be discharged within 96 hours after admis- 
sion to the hospital. As a rural hospital administrator, I can say 
with certainty that the discrepancies between the conditions of par- 
ticipation and the conditions of payment have caused nothing but 
confusion and challenges for Critical Access Hospitals. 

This regulation also impedes the ability of the person who knows 
the patient best — the physician and other healthcare providers — 
and may unnecessarily cause patients to leave the community from 
which they live to receive care. I urge Congress to pass the Critical 
Access Relief Act, H.R. 169, introduced by Representative Adrian 
Smith, Lynn Jenkins, Todd Young and Dave Loebsack. This legisla- 
tion would remove the Medicare condition of payment that requires 
a physician to certify that a patient is reasonably expected to be 
transferred or released within 96 hours but would leave in place 
the Medicare condition of participation requiring Critical Access 
Hospitals to maintain an average annual length of stay of 96 hours 
or less. 

On behalf of my organization and similar rural organizations 
across the States of our Nation, I want to reinforce that it is criti- 
cally important that our communities are able to access quality 
healthcare services. Too often, increasing and unwarranted Federal 
regulation burdens add additional challenges to providers with al- 
ready constrained resources. As I highlighted in my written testi- 
mony, I have many examples of great outcomes that beneficiaries 
receive due to the ability to access care in a timely fashion. I am 
honored to join you today to discuss the action Congress can take 
to address rural healthcare disparities created by Medicare regula- 
tions. I would be happy to answer questions. 

[The prepared statement of Ms. Saia follows:] 
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tROM: CameSaia^CEO 

IJATE; July 26“', 2015 

RE: Challenges Facing Rural Health Care Providers 


Mr. Chairman and Members of Uie Subcommittee, 

Thank you for Uie opportunity to speak to you today. My name is Carrie Saia. I serve as the chief 
executive oftlccr for Holton Community Hospital in Holton, Kansas. Our hospital is located Jackson 
County, which encompasses more than 656 square miles northeast Kansas and has a population of 
approximately 13,500 residents. Our organization, established in 1938. is a 12-bed Critical Access 
Hospital with three Rural Health Clinics. We employ approximately 140 individuals and operate solely 
based on income from services provided without revenues generated from mill levies, city or county la.\ 
dollars 

1 am fortunate and proud to work in a rural community haspital whose cmployc'cs strive to provide 
quality and efllcicnt care to the mcmhcr.s of iheir community with whom they live and work. More than 
36 percent of all Kansans live in rural areas and depend on the local hospital serving tlieir coinmunity. 
Rural ho.spitals face a unique set of challenges because of our remote geographic location, small size, 
scarce workforce, physician shortages, higher percentage of Medicare and Medicaid patients, and 
constrained Hnancial resources witJi limited access to capital. Iltese challenges alone would make it 
dilUcult for many rural hospitals to survive. However, the increasingly burdensome federal regulations 
that are being placed on health care providers make it ditUculi to budget, plan and adequately prepare 
for the future. I would like to briefly share some of the challenges spcciHcaily related to the Medicare 
policy on dirc'ct .supervision of outpatient therapeutic services and tlic 96>hour physician certincalion 
requirement. 

In 2009, die Centers for Medicare and Medicaid Services issued a new policy tor "direct supervision" of 
oulpaliciU Uicrapeutic service.s that hospitals and physicians recognized as a burdensome and 
unnecessary policy change. In essence, the new policy requires that a supervising physician be 
physically present in the department at all times when Medicare benericiaries receive outpatient 
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therapeulic services. As a result, my orgeniriilion like many others, has found itself at increased risk for 
unwarranted enforcement actions. While the C ongressional action last year to delay enforcement was 
applauded hy rural hospitals across the nation, there is now an urgency to either permanently I1x this 
unnecessary set of regulations or at very least delay the enforcement until resolution can be met. 
Congress can provide both immediate and permanent relief from Ihis burdensome regulation by passing 
legislation. I urge you to consider H.R. 2S78, introduced by Representative Lynn Jenkins and Oavid 
Locbsack, This imptirtant legislation would provide immediate relief from the burdensome direct 
supervision regulation by delaying ils enforcement through calendar year 20 IS for critical access 
hospitals and small and rural hospitals. 

Holton Community Hospital is staffed similarly lo many rural hospitals across the nation. Many have 
either mid-level providers stal ling their hospitals with a physician available for supervision, or a 
physician readily available (within a 31) minute response time). Stalling a physician on-site as required 
by the regulations will either result in changing our orgamxation's thin proUtable bottom line into a 
negative bottom line, or re-strict the ability to provide services to our beneliciaries within the community. 

One example of an outpatient therapy service that is a signilicant impact to our beneliciaries is the 
ability to olTer intravenous infusions on an outpatient basis. Hicrc is a grow ing need for this .service 
throughout our community, due to a noted increase in patient volume of 22% between fiscal years 20 1 3 
and 20 IS. Not being able to provide Ihis service would result in benelicianes having lo travel outside of 
their community lo receive Ihis treatment, or worse yet the inability of the beneficiary lo receive the 
outpatient service altogether. I strongly encourage this committee to extend the enforcement delay on 
direel supervision requirements for outpatient therapeutic services provided in C'AHs for calendar year 
2015. 1 would also encourage a more |vcrmanent fix lo provide a solution and suppon the adoption of a 
default standard of “general supervision" for these outpatient therapeutic serv ices. Again. I strongly 
encourage the subcommittee to work to pass H.R. 2878 as well as legislation that would address this 
problem on a more pemmnent basis. 

A second area of concern is the 96-hour physician certification requirement related to the Medicare 
condition of participation on the length of stay forcritieal access hospitals. The currcnl Medicare 
condition of participation requires critical access hospitals lo provide acute inpatient care fora period 
that docs not exceed, on an annual average basis, 96 hours per patient. In contrast, the Medicare 
condition of payment for cniical aece.ss hospitals requires a physician to certify that a beneficiary may 
reasonably he expected to be discharged within 96 hours after admission to the critical access hospital 
As a rural hospital administrator, I can say with certainty that the discrepancies between the conditions 
of participation and conditions of payment have caused confusion and challenges for crilical access 
Quality Care Close To Home 
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hospilals. This regulation also impedes the ability of the person who knows the needs of the patient best 
- llie physician and other health care providers, and may unnecessarily cause patients to receive care 
away from their community. Accordingly, I urge Congress to pass the Critical Hospital Relief Act (H.R. 
169). introduced by Rcpre.scnta lives Adrian Smith, Lynn Jenkins, Todd Young, and David Loebsack. 
This legislation would remove the Medicare condition of participation that requirt's a physician to certify 
that u patient is reasonably expected to be iranslerrcd or rcictised w ithin % hours. The bill would leave 
in place the Medicare condition of payment requiring critical access hospitals to maintain an average 
annual length of stay of 96 hours or less. 


On behalf of nty organi/iilion, and similar rural urganiialions across Ihc state of Kansas and our nation, 
it is critically important that our communities arc able to access quality health care serv ices. The 
increasing and unwarranted regulatory burdens that are being placed on health care providers place this 
access in jeopardy. I would not want to imagine what would happen to patients, similar to a patient just 
a few days ago in our Bmcrgency Department, who sought ireaimeni alter moving heavy equipment at 
his rural home. He was rapidly identillcU as having a heart attack, pn^vided stabilization, and 
transferred (he nearest facility with a cath lab. He received succc.ssful intervention, and later discharged 
home. This positive outcome for our bcnellciarics and our communities would not be possible without 
the ability to have access to quality care in a timely fashion. Therefore, .steps should be taken to 
minimize the regulatory burdens that are placed on our raral health care providers and the outcome that 
affects our communilies. 

I am honored for the opportunity to submit testimony regarding the action that Congress can take to 
address rural healthcare disparities created by Medicare regulations, I would be happy to answ'er 
questions. 
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Chairman BRADY. Thank you. 

Mr. Derksen, you are recognized for 5 minutes. 

STATEMENT OF DANIEL DERKSEN, DIRECTOR, ARIZONA 
CENTER FOR RURAL HEALTH, TUCSON, ARIZONA 

Dr. DERKSEN. Chairman Brady, Ranking Member McDermott, 
and committee members, I really do thank you for your service on 
this very important issue. But, especially, I want to thank you — 
thank you, thank you — for getting rid of that awful sustained 
growth rate formula, so we don’t have to come back every year and 
do the doc fix. 

I am particularly gratified as a family physician myself in the 
last 30 years to see a nurse and physician on this committee. I 
think it is very important when we inform policy that we have 
Members of Congress that understand what it is like to be in the 
trenches serving patients. 

I want to hit on a couple of issues. I am a family physician. I 
work in an academic health center. I ran a faculty practice plan, 
the worst 2 years of my life — I call it the “thousand points of veto,” 
with 550 faculty members and 450 resident physicians; everyone 
felt like we could do things a little differently than we were. I think 
it is particularly important as we look at how professions education 
is, how do we get a better return on our Federal investment? We 
are spending $15.5 billion on graduate medical education in this 
country. Thank you for that investment in higher education. But 
I think we could get a better return on that investment. I think we 
need to move from protecting the status quo and holding harmless. 
Let’s hold accountable. 

I think we can do better in the $10 billion we are spending in 
Medicare GME to diversify our investment portfolio to include, for 
example, teaching health centers, which you also renewed as part 
of the MACRA legislation to extend teaching health center funding 
for another 2 years. In comparison, we only spent $230 million over 
the last 5 years in teaching health centers, which is really to im- 
prove the health profession’s workforce in rural areas. 

Some States, including in New Mexico and Arizona in the South- 
west, are experimenting with I think very innovative models in 
interprofessional teaching health centers, leveraging Medicaid 
graduate medical education to achieve better outcomes. 

You have heard about some of the arcane rules that make it very 
difficult for rural hospitals and Critical Access Hospitals to main- 
tain and keep their doors open and provide the services that are 
so important to rural hospitals. I think the two-midnight rule, the 
96-hour rule really undermine a physician’s judgment. You don’t al- 
ways know, having admitted hundreds of patients in both urban 
and rural hospitals myself in 30 years of practice, how long it is 
going to be for someone to be there. I think it is reasonable as a 
condition of participation to, on average, have 96 hours’ admissions 
for Critical Access Hospital, but it is unreasonable and unfair to 
make it a condition of payment that if someone exceeds 96 hours 
in a Critical Access Hospitals that they won’t get paid. 

As I was getting on the plane in Phoenix, I got a series, a flurry 
of email messages from one of our rural hospitals, our Critical Ac- 
cess Hospitals, on U.S. -Mexico border. Cochise Regional serves 



26 


20,000 individuals in a county that — its land mass would contain 
both Delaware and Connecticut. It is a very large area. It is crit- 
ical. They will close their doors on Friday because Medicare 
stopped payment to them. 

The glacial appeals process will often put a rural hospital under 
because it takes so long to work through the appeal. We have seen 
over the last 5 years, 54 rural hospitals close according to the 
Sheps Center. There is another 283 that are on the verge of clo- 
sure, at risk of closure, including hospitals in States that you all 
represent. Fourteen of you represent States that either have hos- 
pitals that are closing, especially in Texas, but also in other areas 
as well. 

I think we need to basically streamline that appeal process. We 
need to make sure that those auditors, such as the RAC auditors, 
that are paid on a contingency fee, that there is a penalty when 
they make a mistake and that we don’t put our rural hospitals at 
risk of closure by this glacial process. 

The last thing I would say is there are some very good models 
you can draw on. You heard some last week from Mr. Miller in the 
MedPAC about how we might better invest our GME dollars. There 
is certainly some wonderful suggestions in the Institute of Medicine 
report about how we might do this. But I think there is also some 
interesting models happening at the State level, but we have to ti- 
trate these changes that we are requiring of rural hospitals on 
quality reporting. We have to make sure that when they report on 
quality and their payment is tied to it, that they are ready to do 
that. I think Arizona, for example, through its Medicaid program 
has a Critical Access Hospital pool and a rural pool that could be 
modified slightly to pay them on the basis of value and outcomes. 
I think these issues would really help us move forward in providing 
the access in our rural areas, create great jobs in those areas and 
continue that 24-hour-a-day, 7-day-a-week access to care that is so 
important in our rural communities. Thank you. 

[The prepared statement of Mr. Derksen follows:] 
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Before the 

Committee on Ways and Means 
Subcommittee on Health 
U.S. House of Representatives 

Kura) Health Care Disparities Created by Medicare Regulations & Payment 

July 28. 2015 at 10:00 A.M. in 1 100 Longworlh House Oflice Building 

Chainnan Brady. Ranking Member McDermott, distinguished Committee members - my name is 
Dan Deritsen. 1 am the direclor of the Center for Rural HealtJi at the University of Arizona College 
of Public Health. 1 am honored to provide expert testimony on rural health and disparities created by 
Medicare regulations. I have over 30 years experience working as a family physician and faculty 
member at two public land grant universities. 


Ti»day I am not representing the University or any other entity. I draw on my three decades of 
experience - as a family physician practicing in underserved sites where most of my patients were on 
Medicare or Medicaid, or were uniasured; a.s a faculty member creating training programs and 
preparing health professions students to practice in rural eomnumities; as director of an academic 
faculty practice plan: as a director working for a Governor to establish a state-based health insurance 
marketplace; and as at health policy fellow working for a U.S. Senator researching and drafting 
legislation to improve the supply and distribution of the health workforce to rural areas. 


You have heard the rural healih challenges: fewer health providers, poorer health outcomes, higher 
rates of poverty and uninsured. Medicare regulations, cuts and threats to Medicare payment - .such 
as disproportionate share hospital (DSH) payment, graduate medical education (GME) payment and 
arcane regulatory burdens including the Two Midnight Rule. 96-hour Rule, and onerous and costly 
reporting and auditing requirements • do not improve health outcomes. These catalyze the closure of 
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an alarming number of our nation’s rural hospitals (54 since 20 1 0)', and push many more to the 
brink of fiscal eKlermination (283 rural hospitals at risk of closure To bring this message home to 
the Members ofthis Health Subcommittee, that translates to lO Members representing states with 
rural hospital closiire.'i since 20I0 (CA, GA, KS. NE. TN, TX, Wl) and I4 Members from stales with 
rural hospitals at risk of closure (CA. FL. UA. IL. KS. NE, TN. TX. WA, WH.'-’ 


Medicaid 1 2.3 million') and the Marketplace ( *'8.7 million receiving advance premium ia.\ 
credits') covered many more Americans in 2014-15. intensi tying demand for health serv ices 
especially in rural counties where 77% arc federally designated primary care ficalili Protbssions 
Shortage Areas*. Expanded coverage has improved hospital tlscal margins over the last 18 months. 
To assure ready access to high quality, cost efficient health care, private physicians and health 
providers. Critical Access Hospitals. Rural Hospitals. Rural Health Clinics. Federally Qualltled 
Health Centers, and health professions education and training programs play cnicial ntles. 


fhe real challenge is to move beyond the comfortable ’’hold harmless** to tlic 'hold accountable** 
approaches that yield a better return on our public invesimeni, Utat measurably improve health 
miicomcs. and use formulas that anyone can understand. 


I will discuss innovative approaches and provide specific examples, of how some communities are 
improving access to high quality, cost cflicicnt rural health care; moving the health professions 
training pipeline closer to ureas of high need; creating jobs and spurring economic gAnvih in rural 
communities; while assuring the health and wellness of rural population.^. 

( 1 ) Gnidiuiie MeJical Education (GMH) - Yieidinf^ a Better Return On Our Public Investmetir • 
Our nation spend.s SI 5.5 billion per yeai^, SIO billion by Medicare for direct and indirect 


* Rural Ho^piul CloMires; iunuon' 2lU<J - Presenl. ShcpsC«nirr Inr HciilUi Smtccs Rcwarch .Accvtttfd T/Sfv 15 ut 

’ Topvhik M; Vulftenrt»ilil> lo Valve 201 5. iVaiiU;^ tleallli Analytics. Accessed 7‘2(VI5 ol' hnpt"1flla iv<inta(|ieticaJlhXMn« 'rural- 
rclcv«rMC-2M 1 5*ttudy-rcqiiC8t-0 

' Mcdkiiul & CHIP: April 2015 tumlliiitini (tepon June 2}. 2015 Acccucd 7 16.15 ai: htrpr'AvMm.tnodlcatd.^v/mcdlculd-chin- 
^gnim-ii)rnnn«ij(Mvp(osnMn''iiirdmaik>O'dinrnloads/apri)-20t5-cnn>llmm>feporl.pdf 

' Mmketplucr tnrallevs. kutser I'afnlly KininJahgn. AcccmhmI 7/26/15 04. hUp:/''kir.ors/hnllh-rvliMTn/sLalc-indicnti«r(inaiLC4|ilaiur- 
ennitlcesH-li^ihle-ror-rinancial-mistJtt)ce*asH>-s)wn.--or-Mib»i4t)r-eli^hle-fu<pulailnn 
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GME, and almost S4 billion in the 42 states using Medicaid fiinds^ to support GME to train 
physicians in residencies after completing undergniduate education in medical allopathic and 
osteopatliic schools. As more are co> crcd. demand for hcaltli care increases, especially in 
rural areas. Rural tniining programs have demonstrated success training health profcssioi\als 
that practice in the high need primary care specialties in the aa^as they aa* mo.si needed. 

To complement the outstanding education in urban academic health centers. Teaching Health 
Ccnim (THC’.s) intend to move the primary care training pipeline closer to areas of need. 
THCs are now in: AL. AK, AZ. CA. CT. ID. IL. lA. KY. ME. MA. Ml. MO. MT. NM. NY. 
NC. OK. PA. TX. WA. WV, Some are testing new THC models, to include nurse 
practitioners and other health providers in communily>based teams to assure the nation’s 
rural communities have the health workforce they need, such as in New Mexico, leveraging 
Medicaid GME to invest in the health professions training pipeline". 

MedPAC testified recently that Medicare pays hospitals more than S3. 5 billion above their 
empirically justiHcd costs for indirect GME (IME) hospital payment". I have worked in 
academic health centers for 30 years, and have researched and draOed federal and state 
legislative interventions. Based on those experiences, my suggestion.^ are to: 

a) Diversify Medicare and Medicaid GME investmems to include Teaching Health Centers, 
lo reform the slruclurv and financing of primary' care GME^" 

b) invest Medicare current GME dollars more strategically - there are many approaches 
such as those suggested by MedPAC and the lOM''". 

c) Address the w ide variation in Medicare GME payment between siate.s". Why should 
New York receive nine limes more Medicare GME funding per capita than Texas (NY = 
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SI0.V63 per person. TX - 1 1.51)? Wliy should Connecticut receive SI 55. 135 average 
Medicare payments, and others get hairofthal (TX S65,500; CA S87,12l; GA S86.448)? 
d) Let states innovate - use Medicaid GME, or u portion of current (c.g.. IMH) Medicare or 
new GME funding, to test and disseminate the inierprofessional. conimunity-buscd 
Teaching Health Centers needed to sene rural populations. 

(2) Rural providers and hospitals struggle to maintain positive fiscal margins, and keep their 
doors open to serve their patients and communities. Small Mediotre payment, regulatory or 
reporting changes can push them over the brink. Figure 1 illustrates 12 Arizona Critical 
Access Hospiuil fiscal margins - half arc negative. Diminishing Disproportionate Share 
Hospital (DSH) payments, ianalicnl Recovery' Audi! Contractors (RAC) with fiscal 
incentives (contingency fees) to deny payment without balancing penalties to extinguish 
inappropriate and unjustified denials also contribute to the hostile environment that threatens 
nirai hospital survivttl. The tiered, glacial RAC denial appeal process requires a tenacity and 
commitment that many rural hospitals cannot sustain. 


Figure 1: Arizona CAHs' Prohtablllity Summary 
2004-2013 
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(3) Ease the Medicare rural hospital and physician regulatory burdens: 

a) Eliminate the % Hour Rule as a condition of pa>'meni for Critical Access Hospitals 
(CAHs). As a family physician that has admitted hundreds of patients over the years in 
urban and in rural areas, it can be very difllcult to delermine which patients vs ill require 
longer hospitalizations. CAHs can satisfy conditions of participation requiring an annual 
average of 96 hours length of slay. 

b) Modily the Two-Midnigltl Rule - this complicated rule has almost everyone unhappy, 
but especially Medicare paiienis, who may be forced lo pay more for .services that arc 
ruled outpatient. A prudent path forward would be for Congress to extend the partial 
enforcement delay of the two-midnight policy until March 30, 2016. 

c) Align quality and satisfaction reporting for Medicaid and Medicare for rural hospitals and 
physicians. Critical Access Hospitals, community health centers, rural healUi clinics and 
phy.sician practices have limited personnel, and high turnover of ‘"C-suiie” personnel - 
C'hicf Executive Ofllcer, Chief Nursing Ofliccr. ChiefMedical OITicer, Chief Financial 
Officer making it dilTicull for hospitals and clinics to lepon metrics njquired for 
payment such as diose rc^^orlcd on Hospital Comparc for larger hospitals. Medicare 
Benellciary Quality Improvement Project ( MBQIP), and paiienl salislaclton in HCAHPS 
(Hospital Consumer Assessment of Healthcare Providers and Systems). Increasingly, 
niml hospital and physician paymenls are lied lo quality reporting and value based 
outcomes. Rural hospitals, physicians and health providers need training and support to 
help them prepare for value based payment changes, such as those in the 815-page 
proposed rule released in July by the Centers for Medicare and Medicaid Services 
relating lo the Phy.sician Fee Schedule. An intermediate step to value based payment - 
creating voluntary quality pools, ha.sed on the model of the rural and critical access pool 
Medicaid paymenls In the Arizona Health Caw Cost Coniainmeni System I AHCCCS). 

The simplest gauge ofquality is whether we meet health needs. We must leverage our public 
Medicare dollars to reinvent hcaltli professions education and mcci our nation's health needs. 

Chairman Brady, Ranking Member McDermott, distinguished Members of the Committee - thank 
you for the opportunity to provide expert testimony. 
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Chairman BRADY. Thank you, Dr. Derksen. I agree with you. 
We need a new path forward on graduate medical education. And 
I think we need to recognize the changes in indirect medical edu- 
cation, the number of procedures that are occurring, outpatient 
versus inpatient, making sure we are really getting dollars to those 
who are providing the education and training for our future doc- 
tors. 

So, Mr. Joslin, I have a question for you in a second about in- 
creasing risks in positions and rural hospitals. But, Ms. Sorensen, 
Ms. Saia, and Mr. Derksen, Critical Access Hospitals easily meet 
their annual average 96-hour condition of participation. But asking 
local doctors to certificate the specific patient’s needs won’t require 
a 4-day stay or less is creating we think some real difficulty among 
our Critical Access Hospitals. 

So can you — for the committee’s insight — can you provide some 
examples of what services typically fall well under the 96-hour rule 
and examples of some services that typically are well over the 96- 
hour limit? Ms. Sorensen? 

Ms. SORENSEN. Typically, we see a lot of the outpatient — ex- 
cuse me, not outpatient, but surgical procedures that would be 
done in our facility by the qualified providers that we have, maybe 
a bowel resection, maybe something related to a surgical removal, 
gallbladder, some of those things that didn’t take — the bowel resec- 
tion, obviously, always follows typically a 5-day stay. So when we 
admit on that day, yet we are supposed to precertify for 96 hours. 
Yet we are capable of doing those, we go through the proper train- 
ing and competencies and surveys to do those, but for us to send 
them 150 miles away to get that done and not being able to come 
back to us is a big impact. Otherwise, we, obviously, have an an- 
nual average — our annual average runs around 70 hours so we see 
a number of those things that fall underneath that — the pneu- 
monias, the other types of just acute illness that come in. 

The biggest issue becomes if you send in a culture, test the infec- 
tion, and it comes back something you weren’t anticipating; now we 
need to change the medication, and so we are switching from one 
antibiotic to another. And now we are up on 96 hours, so what are 
we going to do? Are we going to go into a swing bed for a short 
stay because if we go there for a short stay, that is also a red flag? 
So we create a lot more barriers by having those issues. 

Chairman BRADY. Great examples. 

Ms. Saia. 

Ms. SAIA. I would just add on, pneumonia is a great example 
where if it is simple, treatable, and you get the right antibiotic on 
the right day, that is easily treated within a 5-day stay. But if you 
have to culture on the second day, sometimes that culture usually 
take 72 hours to get the results back. There you are at your 5-day 
window. If you need to wait and see if you need to change the anti- 
biotics to make sure it responds appropriately, you are past the 5- 
day window. Just another example where usually pneumonia can 
be treated very easily upon admission. The physician could certify 
they could be treated and discharged within 5 days, but during 
those first, 2, 3, days, if they are not responding to treatment and 
you need to change treatment, then you are past that 5-day win- 
dow. 
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Chairman BRADY. Makes sense. 

Dr. Derksen. 

Dr. DERKSEN. Thank you, Mr. Chairman. 

I ran an academic Locum Tenens Program, where we provided 
practice relief in our rural hospitals and emergency departments 
across the Southwest. And one of the things we noticed is things, 
like pneumonia, congestive heart failure, routine urosepsis, people 
with urinary tract infections that spread to their bloodstream, 
acute stroke, acute trauma, many times these are things that we 
could either treat or treat and then move on to a higher level of 
service in that 3-day timeframe, but you don’t always know. A per- 
son could come in with a simple, straightforward immunity-ac- 
quired pneumonia, and then, because they are dehydrated, they de- 
velop acute renal failure. And you may not have the lab results 
back quick enough to be able to know right at the time that they 
are going to take another day or two until they are ready to go 
back home. So those are some examples. Thank you. 

Chairman BRADY. So the point isn’t the average of 96 hours; it 
is the specificity on every case where the patient may have some 
different needs that are just evolving as you are treating them. 

Auditing, from Ms. Sorensen and Ms. Saia, I have heard mixed 
feedback regarding how CMS is auditing around the 96-hour COP 
for Critical Access — can you describe your experience, if any, with 
the surveyor who has audited your hospital around the 96-hour 
rule? 

Ms. SORENSEN. Chairman Brady, I don’t believe we have had 
any experience with an audit on that as of yet. 

Chairman BRADY. Well, I am sorry I asked that question for 
your organization. 

Ms. Saia. 

Ms. SAIA. I am sorry you asked that, too. We have not been au- 
dited with regards to the 96 hour. I did before, in preparing for the 
testimony, went back and looked through 10 years of our submis- 
sions of where did our annual average end up for that year in re- 
gards to the length of stay, and the max that ever our average was, 
was 4 days, around 72 hours, so we have not been audited. 

Chairman BRADY. Oh, I am sure you will be on someone’s list 
now. 

Again, really sorry about that. 

Chairman BRADY. Mr. Joslin, last week, the committee heard 
testimony from Mark Miller, the executive director of MedPAC. He 
testified that increasing residency positions for hospitals in rural 
areas doesn’t necessarily translate into those residents staying in 
rural areas. My experience has been, in Texas and our district, has 
been the opposite. Your thoughts, other than increasing the num- 
ber of slots, what would you recommend to us to do to incentivize 
physicians trained in rural areas to stay there and practice medi- 
cine because it is so critical for communities like ours and certainly 
those on the subcommittee. 

Mr. JOSLIN. Yeah, absolutely, it is such a critical issue because 
underserved areas are so difficult to recruit physicians to in the 
first place. Obviously, the economics play a major role in that. And 
so you have to have other ways to get physicians there. I am not 
familiar with the testimony of the MedPAC individual. 
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Although, my experience has been different. My experience has 
been when you do provide training and additional training in those 
areas, a large percentage of those residents do stay. If you look at 
us, for example, over the last 40 years, we have trained 3,000 resi- 
dents, and a 1,000 of them have stayed in the Valley. They don’t 
just stay in Fresno; they stay in these outlying rural areas. We 
serve a 15,000 square mile radius, a large geographic area. And a 
lot of that is underserved and rural, and that is where the physi- 
cians are staying. Over the last 4 years alone, we have had 120 of 
those residents stay and practice in these rural areas. 

So I would argue that training does pay if it ends relative to the 
physicians staying in these areas. At least our statistics show that 
at least 30 percent of the physicians that we train do stay in these 
areas. So I think that is critical. I do think there are other things 
and creative ideas that are being suggested and how we can pro- 
vide specific training in these rural areas that also supplements 
the GME, slots that are currently available. It is not just funding 
additional slots, but certainly looking at the way those slots are al- 
located within States, which is a huge problem for us. In Cali- 
fornia, for example, if you look at California, relative to the Central 
Valley, it is very skewed because the Central Valley is the poorest 
area. As I mentioned earlier, it is about the fifth poorest area in 
the country, but when you factor in Los Angeles and San Francisco, 
the numbers are very skewed. And so you have to also then start 
looking within States and looking at underserved areas within 
States. And our area is a perfect example. In central California, we 
have 48 primary care physicians per 100,000 residents. In San 
Francisco Bay area, they have 85, and so, obviously, there is not 
the same dire need in the San Francisco Bay area, and I am not 
minimizing their issues by any means. I am simply saying that 
when you look at how you are provided slots, I mean, there are two 
issues associated with that. Certainly there is the number of slots 
you provide, but certainly just as important is how you allocate 
those slots. And really the whole intent of this program is to help 
get physicians in underserved areas. There has to be a key compo- 
nent of that. Our slots have been captive since 1997, and that issue 
needs to be respectfully revisited so that these underserved areas 
like ours can do something because if we don’t, they are going to 
continue to do what they are doing today, which is just showing up 
in the emergency room. 

Chairman BRADY. Thank you, Mr. Joslin. 

And, Dr. McDermott, you are recognized. 

Mr. MCDERMOTT. Ms. Saia, you testified before the — ^you re- 
ported in a Topeka news report saying, quote: “If Medicaid would 
expand, it would be over a $300,000 impact of Holton Hospital, 
where some years that is the difference of us being a profitable hos- 
pital or not.” Would you tell us how expanding Medicaid would 
make it better in your State? 

Ms. SAIA. How — could you ask the question again? 

Mr. MCDERMOTT. What percentage of your patients come in 
with no insurance, no anything? I mean, what I am trying to get 
at. Governors who made a decision not to do Medicaid expansion 
leave you hanging out to dry in the rural areas, with people coming 
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in who are sick and you can’t turn them away. Tell me about the 
problem of your hospital. 

Ms. SAIA. So expanding Medicaid in different pockets and dif- 
ferent service areas, the emergency department is where our larg- 
est volume of uncompensated care is given, and that percentage is 
right around 20 percent, which is smaller than a lot of other facili- 
ties, but that 20 percent is directly written off as uncompensated 
care. 

Mr. MCDERMOTT. How much money is 20 percent? 

Ms. SAIA. Twenty percent of our emergency department vol- 
umes? I would have to submit written testimony back to you. If I 
could get back to you 

Mr. MCDERMOTT. I would appreciate that. 

Ms. Sorensen, you said before the Nebraska legislature a reduc- 
tion in uncompensated care and cost shifting, better work health, 
and fewer bankruptcies, less ACA penalties for business owners, a 
shift of some of the States direct cost to Medicaid would generate 
billions of dollars in Federal money. Tell me what does not being 
in Medicaid in Nebraska does for you? 

Ms. SORENSEN. For us, it is really the economic impact that we 
have. So in our small rural community, we are 70 percent Medicare 
and what percentage of that then are also Medicaid, even just in 
the impact of we recently had our local nursing home close within 
our community, which was about 70 percent Medicaid as well as. 
So when we have that high level of care, that high continuum of 
care needed within that age and that population, that is the impact 
that we see, so now those aren’t even in our community. 

We don’t have a real high percentage of Medicaid in our commu- 
nity. We run about 10 percent Medicaid, 8 percent self-pay in 
there, but really it just becomes more, as he mentioned, showing 
up and the access to the care. So now we are not getting in and 
doing the preventative screening. We are not doing the wellness 
pieces. We are just showing up in the ER for nonemergent cases, 
where the highest cost of care is given. 

Mr. MCDERMOTT. When you have a stroke patient in your 
area, do you have a lab to test whether they should be given an 
infusion of medication to dissolve the clot? 

Ms. SORENSEN. We do laboratory testing and CT scan at the 
point of arrival. Of course, with our distance, we are typically ar- 
ranging for that transfer as soon as possible. And then, in Ne- 
braska, we are utilizing some of the stroke cares that they are 
doing through the University of Nebraska Medical Center and 
pushing into all of our facilities on the most timely amount of care. 
And so we do stock the medications, but it also depends on we have 
to make sure they are stable before they go on that lengthy of a 
transfer. 

Mr. MCDERMOTT. And do you use helicopters, or do you use 
just ambulances? 

Ms. SORENSEN. Both. It depends. We have seen more air trans- 
fers out this year. It is as much as it was last year, already at this 
point halfway through the year. Some of that has been due to acu- 
ity. Some of that has also been due to time issues. So but, yeah, 
we have about 65 transfers that go out a year. And last year we 
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only had about 14 that went by air, and we are already at 14 so 
far this year. 

Mr. MCDERMOTT. And if I understood your answer to Mr. 
Brady’s question, neither of you have been audited so you are not 
exceeding or you have not come up on the radar screen at Medicare 
headquarters overextending your 96 hours. Is that right? Is that 
what you are telling me? 

Ms. SORENSEN. Yes. I would say we have not been audited spe- 
cifically for the 96-hour per stay. Of course, for all of our fiscal 
years, as Ms. Saia mentioned too, our average annual is well under 
the 96. So I don’t think that would probably be something 

Mr. MCDERMOTT. Why is it a problem? Everybody says it is a 
big problem; we have to got to get rid of this 96-hour rule. But you 
never — you don’t exceed it in your average, and so I am trying to 
understand, give me some examples of patients, you know, where 
it became a problem. 

Ms. SORENSEN. Absolutely. The biggest issue is going to be, of 
course, the annual average falls in okay, but if we had a patient 
that had a surgical procedure 

Mr. MCDSERMOTT. Surgical procedure done there at your hos- 
pital? 

Ms. SORENSEN. Yes, like a bowel resection or something, so 
they will be admitted into that acute status, but we already know 
ahead of time, they will probably be there for 5 days, just to get 
things back up and going and medically stable and everything, get 
them back to eating normal. And so with the per-stay condition of 
payment, that has been said to be enforced, that is where if we are 
certifying or precertifying they are going to be there less than 96 
hours but really we anticipate them to be longer, we are not going 
to get paid for that stay. 

The same thing happens — and maybe Ms. Saia wants to com- 
ment to that — in a pneumonia case, where we will admit on day 
one, doesn’t seem to be responding to it, get the culture, something 
comes back. It comes back unexpected and we need to change medi- 
cation. So now, even if we did precertify we reasonably expect them 
to be there less than 96 hours, now we are already at 90 hours; 
we need to change the medications. Are we running that risk? We 
are not even going to get paid for that entire episode. 

Mr. MCDERMOTT. Mr. Chairman, I realize you have given me 
a little extra time here. I would like to submit the CMS rules on 
the 96-hour rule for the record. The rule explains that CHAs still 
get paid after 96 hours if the patient still needs care. Nobody is de- 
nied care. Nobody is denying payment apparently. So I would like 
to submit that for the record. 

Chairman BRADY. Without objection. 

[The information follows:] 
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Hospital Inpatient Admission Order and Certification 

As a condition of payment for hospital inpatient services under Medicare Part A, section 1814(a) of the 
Social Security Act requires physician certification of the medical necessity that such services be 
provided on an inpatient basis. The order to admit as an inpatient (^'practitioner order") is a critical 
element of the physician certification, and is therefore also required for hospital inpatient coverage and 
payment under Part A. The physician certification, which includes the praaitioner order, is considered 
along with other documentation in the medical record as evidence that hospital inpatient service(s) 
were reasonable and necessary. When a physician signs the certification, they are certifying that 
inpatient hospital services were reasonable and necessary. 

The following guidance applies to all inpatient hospital and critical access hospital (CAH) services unless 
otherwise specified. For the remainder of this guidance, when we refer to hospitals, we are also 
referring to CAHs. The complete requirements for the physician certification are found in 42 CFR Part 
424 subpart B and 42 CFR 412.3. An electronic version of the CFR Is available online at: 
h!tip7/www,gcfr,go.v/«i-t)jnAeKt- 

id»?sitl=0ecl28130dlgle0b3118119c2b4d40ed&c^ecft&tpb/ecffbrowse/Tilli;<12/4Zt3b 02 tpi . 

A. Physician Certification. For physician certification of inpatient services of hospitals other than 
inpatient psychiatric facilities; 

1. Content: The physician certification includes the following information; 

a. Authentication of the practitioner order: The physician certifies that the inpatient services 
were ordered in accordance with the Medicare regulations governing the order. This 
includes certification that hospital inpatient services are reasonable and necessary and in 
the case of services not specified as inpatlent-only under 42 CFR 419.22(n), that they are 
appropriately provided as inpatient services in accordance with the 2-midnight benchmark. 
The requirement to authenticate the practitioner order may be met by the signature or 
countersignature of the inpatient admission order by the certifying physician. 

b. Reason for Inpatient services: The physician certifies the reasons for either— (i) 
Hospltalltation of the patient for inpatient medical treatment or medically required 
Inpatient diagnostic study; or (ii) Special or unusual services for outlier cases under the 
applicable prospective payment system for inpatient services. For example, documentation 
of an admitting diagnosis could fulfill this part of the certification requirement. 

c. The estimated (or actual) time the beneficiary requires or required in the hospital: The 
physician certifies the estimated time in the hospital the beneficiary requires (if the 
certification is completed prior to discharge) or the actual time in the hospital (if the 
certification is completed at discharge). Estimated or actual length of stay is most 
commonly reflected in the progress notes where the practitioner discusses the assessment 
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and plan. For the purposes of meeting the requirement for certification, expected or actual 
length of stay may be documented In the order or a separate certification or recertification 
form, but It is also acceptable if discussed in the progress notes assessment and plan or as 
part of routine discharge planning. 

If the reason an inpatient is still in the hospital is that they are waiting for availability of a 
skilled nursing facility (SNF) bed, 42 CFR 424.13|c) and 424.14(e) provide that a beneficiary 
who is already appropriately an inpatient can be kept in the hospital as an inpatient if the 
only reason they remain in the hospital is they are waiting for a post-acute SNF bed. The 
physician may certify the need for continued inpatient admission on this basis. 

d. The plans for posthospital care, if appropriate, and as provided in 42 CFR 424.13. 

e. For inpatient CAM services only, the physician must certify that the beneficiary may 
reasonably be expected to be discharged or transferred to a hospital within 96 hours after 
admission to the CAM. 

Time as an outpatient at the CAM does not count towards the 96 hours requirement. The 
clock for the 96 hours only begins once the individual Is admitted to the CAH as an Inpatient. 
Time in a CAH swing-bed also does not count towards the 96 hour inpatient limit. 

If a physician certifies in good faith that an individual may reasonably be expected to be 
discharged or transferred to a hospital within 96 hours after admission to the CAH and 
something unforeseen occurs that causes the individual to stay longer at the CAH, there 
would not be a problem with regards to the CAH designation as long as that individual's stay 
does not cause the CAH to exceed its 96-hour annual average condition of participation 
requirement. However, if a physician cannot in good faith certify that an Individual may 
reasonably be expected to be discharged or transferred within 96 hours after admission to 
the CAH, the CAH will not receive Medicare reimbursement for any portion of that 
individual's Inpatient stay. 

f. Inpatient Rehabilitation Facilities (IRFs): The documentation that IRFs are already required 
to complete to meet the IRF coverage requirements (such as the preadmission screening 
(including the physician review and concurrence), the post-admission physician evaluation, 
and the required admission orders) may be used to satisfy the certification and 
recertification statement requirements. 


2. Timing; Certification begins with the order for Inpatient admission. The certification must be 
completed, signed, dated and documented in the medical record prior to discharge, except for 
outlier cases which must be certified and recertified as provided in 42 CFR 424.13. Under 
extenuating circumstances, delayed initial certification or recertification of an outlier case may be 
acceptable as long as It does not extend past discharge. With regard to the time of discharge, a 
Medicare beneficiary Is considered a patient of the hospital until the effectuation of activities 
typically specified by the physician as having to occur prior to discharge (e.g., "discharge after 
supper" or "discharge after voids"). So discharge itself can but does not always coincide exactly 
with the time that the discharge order is written, rather it occurs when the physician's order for 
discharge is effectuated. 

3. Authorization to sign the certification: The certification or recertification may be signed only by 
one of the following; 
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|1) A physician who is a doctor of medicine or osteopathy. 

(2) A dentist in the circumstances specified in 42 CFR 424.13(d|. 

(3) A doctor of podiatric medicine if his or her certification is consistent with the functions he or 
she is authorized to perform under state iaw. 

Certifications and recertifications must be signed by the physician responsible for the case, or by 
another physician who has knowledge of the case and who is authorized to do so by the 
responsible physician or by the hospital's medical staff (or by the dentist as provided in 42 CFR 
424.11). Medicare considers only the following physicians, podiatrists or dentists to have sufficient 
knowledge of Che case to serve as the certifying physician: the admitting physician of record 
("attending') or a physician on call for him or her; a surgeon responsible for a major surgical 
procedure on the beneficiary or a surgeon on call for him or her; a dentist functioning as the 
admitting physician of record or as the surgeon responsible for a major dental procedure; and, in 
the specific case of a non-physician non-dentist admitting practitioner who is licensed by the state 
and has been granted priyileges by the facility, a physician member of the hospital staff (such as a 
physician member of the utilization review committee) who has reviewed the case and who also 
enters into the record a complete certification statement that specifically contains all of the 
content elements discussed above, The admitting physician of record may be an emergency 
department physician or hospitalist. Medicare does not require the certifying physician to have 
inpatient admission privileges at the hospital. 

4. Format: As specified in 42 CFR 424.11, no specific procedures or forms are required for 

certification and recertiftcation statements. The provider may adopt any method that permits 
verification. The certification and recertification statements may be entered on forms, notes, or 
records that the appropriate individual signs, or on a special separate form. Except as provided for 
delayed certifications, there must be a separate signed statement for each certification or 
recertification. If all the required Information is included in progress notes, the physician's 
statement could indicate that the individual's medical record contains the information required 
and that hospital inpatient services are or continue to be medically necessary. 
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B. Inpatient Order: A Medicare beneficiary is considered an Inpatient of a hospitai if formally admitted 
as an inpatient pursuant to an order for inpatient admission by a physician or other qualified 
practitioner. As we stated in the CY 2014 IPPS final rule, if the order is not properly documented in the 
medical record, the hospital should not submit a claim for Part A payment (78 FR 50941). Meeting the 2 
midnight benchmark does not, in Itself, render a beneficiary an Inpatient or serve to qualify them for 
payment under Part A. Rather, as provided in our regulations, a beneficiary Is considered an inpatient 
(and Part A payment may only be made) if they are formally admitted as such pursuant to an order for 
Inpatient admission by a physician or other required practitioner. 

1. Content: The practitioner order contains the instruction that the beneficiary should be formally 
admitted for hospital inpatient care The order must specify admission for inpatient services. 
Inpatient rehabilitation facilities (IRFs) also must adhere to the admission requirements specified 
in 42 CFR 412.622, and the 2-midnight benchmark does not apply in IRFs. 

2. Qualifications of the ordering/admitting practitioner: The order must be furnished by a physician 
or other practitioner ("ordering practitioner") who is: (a) licensed by the state to admit inpatients 
to hospitals, (b) granted privileges by the hospital to admit Inpatients to that specific facility, and 
(c) knowledgeable about the patient's hospital course, medical plan of care, and current condition 
at the time of admission. The ordering practitioner makes the determination of medical necessity 
for Inpatient care and renders the admission decision. The ordering practitioner Is not required 
to write the order but must sign the order reflecting that he or she has made the decision to admit 
the patient for inpatient services. 

The ordering practitioner may be, but is not required to be, the physician who signs the 
certification. Please see section |B)(3) for a discussion of the requirements to be knowledgeable 
about the patient's hospital course. See section (A)(3) for the list of physicians authorized to 
certify a given case. 

The admission decision (order) may not be delegated to another individual who is not authorized 
by the state to admit patients, or has not been granted admitting privileges by the hospital's 
medical staff (42 CFR 412.3(b)). However, a medical resident, a physician assistant, nurse 
practitioner, or other non-physician practitioner may act as a proxy for the ordering practitioner 
provided they are authorized under state law to admit patients and the requirements outlined 
below are met. 

a. Residents and non-physician practitioners authorized to make initial admission decisions- 
Certain non-physician practitioners and residents working within their residency program 
are authorized by the state in which the hospital is iocated to admit inpatients, and are 
allowed by hospital by-laws or policies to do the same. The ordering practitioner may allow 
these individuals to write inpatient admission orders on his or her behalf, if the ordering 
practitioner approves and accepts responsibility for the admission decision by counter- 
signing the order prior to discharge, (Please see (A)(2) for guidance regarding the definition 
of discharge time and (B)(3) for more guidance regarding knowledge of a patient's hospital 
course), in countersigning the order, the ordering practitioner approves and accepts 
responsibility for the admission decision. This process may also be used for physicians (such 
as emergency department physicians) who do not have admitting privileges but are 
authorized by the hospital to issue temporary or "bridge" inpatient admission orders. 
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The countersigned order satisfies the order part of the physician certification, as long as the 
ordering practitioner also meets the requirements for a certifying physician in section (A)(3). 

b. Verbal orders- At some hospitals, practitioners who lack the authority to admit inpatients 
under state laws and hospital by laws (such as a registered nurse) may nonetheless enter 
the Inpatient admission order as a verbal order. In these cases, the ordering practitioner 
directly communicates the inpatient admission order to staff as a verbal (not standing) 
order, and the ordering practitioner need not separately record the order to admit. 
Following discussion with and at the direction of the ordering practitioner, a verbal order for 
inpatient admission may be documented by an Individual who is not qualified to admit 
patients in his or her own right, as long as that documentation (transcription) of the order 
for inpatient admission is in accordance with state law including scope-of-practice laws, 
hospital policies, and medical staff bylaws, rules, and regulations. In this case, the staff 
receiving the verbal order must document the verbal order in the medical record at the time 
it is received. The order must identify the qualified “admitting practitioner", and must be 
authenticated (countersigned) by the ordering practitioner promptly and prior to discharge. 
(Please see (A)(2) for guidance regarding the definition of discharge time). 

A transcribed and authenticated verbal order for inpatient admission satisfies the order part 
of the physician certification as long as the ordering practitioner also meets the 
requirements for a certifying physician in section (A)(3). 

Example: “Admit to Inpatient per Dr. Smith" would be considered an acceptable method of 
identifying the ordering practitioner and would meet the verbal order requirement if the 
verbal order (1) is appropriately documented in the medical record by the individual 
receiving the verbal order when the order is received; and (2) is authenticated 
(countersigned) by Dr. Smith promptly, prior to discharge. If Dr. Smith meets the 
qualifications for a certifying physician, then the authentication (countersignature) of this 
order by Dr. Smith also meets the requirement for the order component of the certification , 

c. Standing orders and protocols- The inpatient admission order cannot be a standing order. 
While Medicare's rules do not prohibit use of a protocol or algorithm that is part of a 
protocol, only the ordering practitioner, or a resident or other practitioner acting on his or 
her behalf under section |B)(2)(a) can make and take responsibility for the inpatient 
admission decision. 

d. Commencement of inpatient status Inpatient status begins at the time of formal admission 
by the hospital pursuant to the physician order, including an initial order (under (B)(2)(a)) or 
a verbal order (under (B)(2)(b)) that Is countersigned timely, by authorized individuals, as 
required in this section. If the physician or other practitioner responsible for countersigning 
an Initial order or verbal order does not agree that inpatient admission was appropriate or 
valid (including an unauthorized verbal order), he or she should not countersign the order 
and the beneficiary is not considered to be an Inpatient. The hospital stay may be billed to 
Part B as a hospital outpatient encounter. 

3. Knowledge of the patient's hospital course: Medicare considers only the following practitioners 
to have sufficient knowledge about the beneficiary's hospital course, medical plan of care, and 
current condition to serve as the ordering practitioner: the admitting physician of record 
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("attending") or a physician on cali for him or her, primary or covering hospitaiists caring for the 
patient in the hospital, the beneficiary's primary care practitioner or a physician on call for the 
primary care practitioner, a surgeon responsible for a major surgical procedure on the beneficiary 
or a surgeon on call for him or her, emergency or clinic practitioners caring for the beneficiary at 
the point of inpatient admission, and other practitioners qualified to admit inpatients and actively 
treating the beneficiary at the point of the inpatient admission decision. Although a utilization 
review committee physician may sign the certification on behalf of a non-physician admitting 
practitioner, a practitioner functioning in that rote does not have direct responsibility for the care 
of the patient and is therefore not considered to be sufficiently knowledgeable to order the 
inpatient admission. The order must be written by one of the above practitioners directly involved 
with the care of the beneficiary, and a utilization committee physician may only write the order to 
admit If he or she Is not acting In a utilization review capacity and fulfills one of the direct patient 
care roles, such as the attending physician. Utilization review may not be conducted by any 
individual who was professionally involved in the care of the patient whose case is being reviewed 
(42CFR 482.30(d)(3)). 

4. Timing; The order must be furnished at or before the time of the inpatient admission. The order 
can be written in advance of the formal admission (e.g., for a pre-scheduled surgery), but the 
inpatient admission does not occur until formal admission by the hospital. Conversely, in the 
unusual case In which a patient is formally admitted as an Inpatient prior to an order to admit and 
there is no documented verbal order, the inpatient stay should not be considered to commence 
until the inpatient admission order is documented. Medicare does not permit retroactive orders . 
Authentication of the order is required prior to discharge and may be performed and documented 
as part of the physician certification. 

5. Specificity of the Order: The regulations at 42 Cf R 412.3 require that, as a condition of payment, 
an order for inpatient admission must be present in the medical record. The preamble of the FY 
2014 IPPS Final Rule at 78 FR 50942 specifies that, "the order must specify the admitting 
practitioner's recommendation to admit ‘to inpatient,' 'as an inpatient,' 'for inpatient services,' or 
similar language specifying his or her recommendation for inpatient care." While we are not 
requiring specific language to be used on the inpatient admission order, we believe that it is the 
interest of the hospital that the admitting practitioner use language that clearly expresses intent 
to admit the patient as inpatient that will be commonly understood by any individual that could 
potentially review documentation of the Inpatient stay. We do not recommend using language 
that may have specific meaning Individuals that work in the hospital (e.g. "admit to 7W”) that will 
not be commonly understood by others. 

Treatment of such admission orders as properly inpatient is consistent with CMS' historical 
interpretation of inpatient admission orders and hospitals' historical standards of practice. 
However, if the usage of the order to specify inpatient or outpatient status Is ambiguous, the 
hospital is encouraged to obtain and document clarification from the physician before initial 
Medicare billing (ideally before the beneficiary is discharged). Under this policy, CMS will continue 
to treat orders that specify a typically outpatient or other limited service (e.g., admit "to ER," "to 
Observation," "to Recovery," “to Outpatient Surgery," "to Day Surgery,” or "to Short Stay 
Surgery”) as defining a non-inpatient service, and such orders will not be treated as meeting the 
inpatient admission requirements. 
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The admission order is evidence of the decision by the physician (or other practitioner who can 
order inpatient services) to admit the beneficiary to inpatient status, in extremely rare 
circumstances, the order to admit may be missing or defective (that is, illegible, or Incomplete, for 
example "inpatient" is not specified), yet the intent, decision, and recommendation of the 
physician (or other practitioner who can order inpatient services) to admit the beneficiary as an 
inpatient can clearly be derived from the medical record. In these extremely rare situations, we 
have provided contractors with discretion to determine that this information constructively 
satisfies the requirement that the hospital inpatient admission order be present in the medical 
record. However, in order for the documentation to provide acceptable evidence to support the 
hospital inpatient admission, thus satisfying the requirement for the physician order, there can be 
no uncertainty regarding the intent, decision, and recommendation by the physician (or other 
practitioner who can order inpatient services) to admit the beneficiary as an inpatient, and no 
reasonable possibility that the care could have been adequately provided in an outpatient setting. 

This narrow and limited alternative method of satisfying the requirement for documentation of 
the Inpatient admission order in the medical record should be extremely rare, and may only be 
applied at the discretion of the medical review contractor. Even in those circumstances, all 
requirements for the other components of the physician certification must be met. 
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Chairman BRADY. And, clearly, we appreciate the witnesses 
being here today. Usually witnesses come because there is a prob- 
lem, especially when it deals with treatments for patients in real 
life. Today’s hearing is about drawing some of those insights out, 
see how we can address them. 

Mr. Johnson, you are recognized. 

Mr. JOHNSON. Thank you, Mr. Chairman. 

Thank you all for testifying today, and I appreciate you for being 
here. My district in Texas is right outside of Dallas and fairly sub- 
urban, but no mistake, I still understand the importance of our 
rural and critical access hospitals. You drive just one or two coun- 
ties away, and you are going to find rural hospitals, and rural hos- 
pitals cover about 85 percent of the Texas geography. 

Medicare has long had the so-called 96-hour rule, and some of 
you covered that in their testimony, but for years, CMS has en- 
forced that rule based on the average patient’s stay. But now CMS 
has changed their enforcement to require doctors to certify for each 
and every patient that they do not expect the patient to be there 
more than 96 hours. 

Changing from an average of 96 to requiring certification for 
each patient doesn’t at first sound like a big deal, but as you know 
and we have been talking about it, the implications are significant. 

Ms. Sorensen and Ms. Saia, could you discuss how this change 
to the 96-hour rule has impacted your hospitals, both from a finan- 
cial and operational standpoint? And could you also address in 
what circumstances a patient might have to be at the hospital for 
more than 96 hours? And what happens if a patient is admitted for 
more than 96 hours? One at a time go ahead. 

Ms. Sorensen. 

Ms. SORENSEN. I would just comment to the example I gave a 
little bit earlier relative to pneumonia and a change in medications. 
A surgical procedure where there was a bowel resection or organ 
removal, biopsy excision, those types of things that may alter that. 
Also just the usual if treatment doesn’t go as planned and a med- 
ical care plan needs to be adjusted or modified to improve patient 
s^d.^u.s 

Mr. JOHNSON. Go ahead, Ms. Saia. 

Ms. SAIA. As previously mentioned, the regulation is confusing 
and conflicting from the condition of participation. So to be able to 
abide by the regulation as it stands, the physician must certify that 
they do not believe the patient is going to stay longer than 96 
hours. So if — and my understanding and I may be corrected — ^but 
my understanding is that the payment would not occur after 96 
hours, and therefore, we would need to ship the person from our 
facility to a larger facility that could care for that patient, that is 
taking — would impact the patient as well as where they are getting 
their care. So it would move their community — their loved ones to 
another facility if we are unable — are those buzzings me, I am 
sorry — if we are not able to care for that patient past that 96 
hours, and you just never know. You don’t have a crystal ball that 
tells you the answers as a provider upon admission what is going 
to change during that course of stay. So, with the 96-hour, the un- 
derstanding and trying to enforce that and abide by that, the un- 
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derstanding is that they need to he transferred if their care needs 
longer than 96 hours. 

Mr. JOHNSON. Were you all geared up to do that? I mean, you 
don’t have an ambulance on standby just to take somebody to an- 
other hospital, do you? 

Ms. SAIA. No. 

Mr. JOHNSON. I didn’t think so. And I think that is crazy to 
even think about, don’t you? But do you get paid if they are over 
96 hours? 

Ms. SAIA. Do we get paid? Well, so far, the enforcement of that 
has been delayed, so we are not upheld to that current standard 
right now. 

Mr. JOHNSON. Okay. 

Ms. SAIA. We are just upheld to the condition to participation, 
not of payment. 

Mr. JOHNSON. But they are pushing you to do that. 

Ms. SAIA. Pushing and we with like you to push for the delay 
to continue and look at a more permanent fix. If we are not able 
to delay that, could we at least look at a permanent fix for that? 

Mr. JOHNSON. Thank you very much. 

Thank you, Mr. Chairman. 

Chairman BRADY. Thank you. 

Mr. Thompson, you are recognized. 

Mr. THOMPSON. Thank you, Mr. Chairman. 

And thank you to all the witnesses for coming. It has been good 
testimony. And I know you guys — I represented a rural area for 
most of the time I spent both in the State legislature and in Con- 
gress, so I know some of the challenges you have. And my wife is 
a healthcare provider in a rural hospital in my current district. 
And so I know very firsthand how challenging it can be. So thank 
you for helping us understand the problems and trying to figure 
out some solutions to the challenges that you face. 

I am a big supporter of telemedicine and telemonitoring. I have 
had a number of pieces of legislation that has helped advance this. 
Mrs. Black and I have legislation in this Congress to help move 
that forward again. And I think it is a way we can address a lot 
of the problems that we face. So I would like to know how your 
hospitals are using — if they are using, and if so, how they are using 
both telehealth and remote patient monitoring? 

Start with Mr. Joslin. You don’t have to do a thesis. 

Mr. JOSLIN. Okay, thank you. We are a safety net hospital, and 
we work with the rural hospitals closely. In fact, we receive about 
600 transfers a month from outlying hospitals. However, we do use 
telemedicine quite a bit as well. We do it through the University 
of California, San Francisco, and with their specialists as well. But 
we have been using telemedicine for the last several years as a key 
component of the care that we are providing to help rural hospitals 
in outlying areas and physicians and clinics as well, to extend that 
to as many providers as possible. Because with what is going on 
in health care, the need for population health, how we look at rede- 
signing the system, it is not just hospital to hospital, hospitals to 
physicians, but there are a lot of other types of providers, and tele- 
medicine is a critical component of that piece as well. 
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Ms. SORENSEN. I would agree we are a big proponent of tele- 
health. We use tele-emergency, so we have board-certified emer- 
gency docs in our emergency room at the push of a button 24/7. We 
also have remote pharmacists that oversee 100 percent of our inpa- 
tient medications. Teleradiologists, as well as just the one-on-one 
patient visits, many of them are used for oncology with an occa- 
sional orthopaedic followup. Psychology of course. 

The biggest barrier that we have in telehealth is getting the phy- 
sicians themselves into a scheduling routine and access to the elec- 
tronic devices so that they either can do it right from their desk 
or an examine room in their clinic. And then, of course, reimburse- 
ment issues that come into the challenge as well. They are often 
not willing to see the patient via telehealth because of the reim- 
bursement and payment issues. So, therefore, our patients drive 
2 V 2 hours for that 10-minute visit that could have been done via 
telehealth. 

Ms. SAIA. We are currently not using telehealth services, but 
supportive of that. We are currently looking at meeting the needs 
of our community in regards to mental health and exploring oppor- 
tunities with a couple of different companies for telesite coverage. 

Mr. THOMPSON. So you see it as something you can use or 
maybe should be using as something that can bring some relief. 

Ms. SAIA. Yes. 

Dr. DERKSEN. In Arizona, we were able to get legislation 
through for payment parity, so that insurers would be paying for 
telehealth services. We use it for teleradiology and places that can’t 
afford to 

Mr. THOMPSON. The non face-to-face reimbursement. 

Dr. DERKSEN. Exactly. So it has been very important, but it is 
also important to strike that balance between making those serv- 
ices available in rural communities, but making sure that, through 
licensing, credentialing, and privileging, that we assure the high 
quality of services that are available onsite. We don’t have these 
kind of folks coming in from other places that undermine the fiscal 
viability of a place because someone else is kind of taking those 
services out of that community. 

Mr. THOMPSON. A couple of you kind of alluded to some things, 
but are there any things specifically that would help you do more 
or better telehealth? Are there any roadblocks that Medicare reim- 
bursements provide, or is there anything that Congress can do to 
help you better perform telehealth services? 

Ms. SORENSEN. I would like to be able to provide written testi- 
mony with some more information because I need to look into that. 
But I know that just at a conference that I attended last week look- 
ing at that face-to-face reimbursement rate and what can actually 
be billed via that, there is a lot more opportunities available via 
telehealth, but right now we need to get that face-to-face reim- 
bursement rate equal in telehealth. 

Ms. SAIA. If possible, I would like to provide some additional tes- 
timony as well. We have looked at the tele-emergency coverage, 
and just the cost upfront I am told the cost of the salary of one 
FTE of a nurse. That is a little bit — when I was originally told 
that, that is probably less than what our current salary makes — 
it was closer to around $80,000. And just being able to come up 
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with that, making sure that we have got the adequate room in our 
emergency department is also a concern as well, so I would provide 
more written testimony on that. 

Mr. THOMPSON. Thank you. I would invite to you get that writ- 
ten testimony, and I would be very interested in seeing it. 

I don’t know if the committee wants it, Mr, Chairman, but I sure 
would like to get it in my office. 

Mr. THOMPSON. Thank you very much. 

Chairman BRADY. Mr. Smith, you are recognized. 

Mr. SMITH. Thank you, Mr. Chairman. 

And certainly thank you to our panelists here today, our wit- 
nesses. I most admire your abilities and willingness to be on the 
frontlines of health care that are, I am sure, difficult. I don’t pre- 
tend to think that the answers are here in Congress or even that 
there would be a bunch of answers in just increasing funding for 
some broken mechanisms in health care. I think that these arbi- 
trary regulations that have come about, whether it is the 96-hour 
rule, whether it is the physician supervision, to keep those in place 
and just expand Medicaid, as some would suggest a solution would 
entail, I think we owe our providers a better policy than that out 
of Washington, D.C., that really entrusts our providers. 

And, certainly. Shannon, thank you for being here, for traveling 
from very rural Nebraska to share your expertise, your insight. We 
know that Brown County Hospital is the only hospital in the coun- 
ty, hence the name. But the county has a land mass larger than 
the entire State of Rhode Island, and it happens to be next door 
to Cherry County, that is larger than the State of Connecticut, and 
it, too, only has one hospital. 

So just to try to identify what the issues are here, we know the 
Critical Access Hospital designation I think is an effective compo- 
nent of our policy. But we ought not assume that every Critical Ac- 
cess Hospital has the same level of care or the same skills that are 
within that facility or the same community profile. And we need 
some flexibility. 

That is why I have introduced the 96-hour rule, as well as the 
physician supervision bill that would push back there. These are 
arbitrary. I have a hard time even figuring out how they came 
about or why they came about. That story has not been told. But 
I do know that the 96-hour bill is a very bipartisan solution, with 
some 70 cosponsors, very bipartisan like I said. And these concerns 
are across America and I would say even in more urban areas too. 
Just the impact seems to be felt more at the rural level. 

Now, there were some questions about audits. I mean, certainly 
I assume you have been audited but just not for 96-hour, right, I 
see strong nods in agreement, yes. So the RAC auditors, that was 
mentioned as well; that needs to be addressed. I am glad that tele- 
medicine was brought up. I think that telehealth probably even 
adds to the need to address this 96-hour rule that is arbitrarily out 
there. 

Do you want to elaborate a little bit on the audits that do take 
place, Ms. Sorensen or Ms. Saia. 

Ms. SORENSEN. Absolutely. We have had audits for claims, 
overall episodes of care, what would be considered RAC. Our RAC 
activity has not been real high. But we definitely have had audits. 
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And these are very laborious. They are intensive in terms of sub- 
mitting a number of additional supporting documentation and often 
for claims that we feel were unnecessarily audited or reviewed to 
look at in more detail. In all of them — and we have even gone to 
the level of having to appeal at the administrative law judge level. 
And the times that we have done that, we have been successful in 
appealing those but have not gone without much effort, time, and 
resources that has been needed to do that. 

Mr. SMITH. Ms. Saia. 

Ms. SAIA. We have been involved with a variety of different au- 
dits, the compensated care issue you mentioned previously. But our 
RAC audits have not, we have not had a lot of activity. There have 
been a very few small claims. But the time involved with reviewing 
those, making sure that claims were correctly submitted is very 
time-consuming. We have not been successful in two of them, in 
overturning the audit results. But, again, the activity has not been 
extremely high in regards to that. 

Mr. SMITH. Okay. Thank you. And I do want to certainly em- 
phasize the diversity of Critical Access Hospitals. As Ms. Sorensen 
said, there is one doctor for the entire hospital, the entire commu- 
nity, the county. Now, some Critical Access Hospitals would have 
10, 15 docs, maybe, offering a different level of services. So 96 
hours of care could mean different things in different communities. 
And I would hope that we can get our policies to reflect that. 

Thank you, again, to our witnesses. 

Thank you, Mr. Chairman. I yield back. 

Chairman BRADY. Thank you. 

Mr. Davis, you are recognized. 

Mr. DAVIS. Thank you very much, Mr. Chairman. 

And I want to thank all of our witnesses. 

You know, I was thinking, I grew up in rural America. Although 
I represent a large urban population, I have always had a great 
deal of affinity and, hopefully, some understanding of rural Amer- 
ica’s needs as it relates to health care. In my family, we often dis- 
cuss the fact that we believe that my mother may have died pre- 
maturely because she had to travel more than 150 miles to get to 
a regional medical center where she could get dialysis treatment. 

I am a big fan of regional medical centers like the ones, Mr. 
Joslin, that you come from and represent. But I also recognize that 
in training, we need to train the best physicians that we possibly 
can, not only in principles and concepts of medicine, but also there 
has to be enough opportunity for the individuals to experience dis- 
ease entities enough times to, I mean, I always like physicians per- 
sonally that I feel have seen a lot of patients like me and that, in 
the process of doing so, probably has a better understanding of 
whatever it is that I am there for. 

In terms of finding a solution to obviously a very difficult prob- 
lem, I mean, we look at reimbursement, and I think that reim- 
bursement rates that are different based upon the complexity of 
small numbers of people that an entity might be able to see is 
something to consider. Obviously, telemedicine, as it continues to 
advance, and other types of incentives, how do you feel that these 
incentives can be tweaked enough or couched enough to really 
make a serious impact on the ability to recruit physicians and 
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other medical personnel for the rural areas that are having the dif- 
ficulties we are discussing? 

Mr. Joslin, perhaps we could start with you. 

Mr. JOSLIN. It is a great question. I think there is two parts to 
that question. There is the question of how you tweak the system, 
but I think you have to start out with the fundamental realization 
that the system is flawed because the system is just not — it doesn’t 
produce enough. And we touched on it earlier. We touched on the 
number of slots, and we touched on how these slots are allocated. 
And then trying to provide some type of incentive for physicians to 
want to go and train in these areas, whether it is financial incen- 
tive for educational purposes or however you structure something, 
but the shear magnitude of the issue is just the lack of enough 
slots in these underserved areas that there is really no effective 
way to move the pieces around until we solve that fundamental 
problem. And I think we have to be creative to do both because ob- 
viously there is not unlimited resources. We don’t have the ability 
to just keep adding. We have a deficit issue we need to tackle. And 
so we need to deal with those types of creative things. And I think 
those kinds of answers are going to come in the bigger answer of 
how we are going to effectively redefine this healthcare system, to 
develop a marriage or partnership between those regional medical 
centers you referred to, safety net facilities, and those rural facili- 
ties, and partner with all the other, not only physicians but other 
healthcare providers that are out there providing these types of re- 
sources, there is going to ultimately have to be a different type of 
system developed so that we can really reallocate resources within 
a very limited system itself. 

Mr. DAVIS. Ms. Sorensen. 

Ms. SORENSEN. I think one of the most beneficial incentives 
that we have had really, for example, the meaningful use incentive, 
that pushed a lot of facilities into getting to the medical records so 
that we can get where we need to go. We are a long ways from get- 
ting where we need to go. But there was at least the jump into 
that. Eor us, from the telehealth perspective, for example, our e- 
Emergency that we have, so we have that board-certified ED doc 
at the push of a button in our ER 24/7. And it was a huge recruit- 
ment tool for us. We have recently recruited a family practice phy- 
sician that will join us next year. And much of that is the comfort 
of knowing there is somebody there to support them. They are not 
practicing completely independent. 

So much of what Mr. McDermott mentioned earlier in terms of 
maybe incentivizing with loans or some type of an arrangement, in 
the State of Nebraska, we are looking at trying to help with stu- 
dent loans and contracts early on for recruitment purposes and 
incentivizing them for the services to our communities. 

Ms. SAIA. I don’t know that I have anything additional to add 
in regards to incentives for recruiting. What has worked in our fa- 
cility is being a rural area, where, upon graduation, there is a loan 
forgiveness for coming to our area. And that has worked for two of 
our doctors, one of our doctors, and three of our midlevels for reim- 
bursement for staying in the area. What we have tried to do, 
though, is just have a great community and a great facility to work 
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in where they want to stay after those 2 years. And that has been 
successful for us. 

Dr. DERKSEN. I would just like to say that I don’t know about 
the MedPAC testimony that was provided last week related, but 
our evidence in New Mexico and Arizona is that when you train 
health professionals in rural areas, they are much more likely to 
go. In fact, when we decentralized our family medicine training and 
our dental residency training to include rural experiences, we dou- 
bled or tripled the rate of retention of practitioners going into prac- 
tice there. It works for nurse practitioners. It works for dentists. 
It works for physicians. It works for allied health professionals. I 
think the evidence is incontrovertible. We have to invest in that 
health professions training infrastructure to move the health pro- 
fessions training pipeline closer to the areas of need. 

Mr. DAVIS. Thank you, Mr. Chairman. 

Chairman BRADY. Thank you, Mr. Davis. 

Mr. DAVIS. I thank you for the indulgence. 

Chairman BRADY. My pleasure. 

Ms. Jenkins, you are recognized. 

Ms. JENKINS. Thank you, Mr. Chairman. 

And thank you to the panel for being here today. A special 
thanks to Ms. Saia. We both hail from the great community of Hol- 
ton, Kansas. I am sorry Senator Roberts isn’t here. We could all 
join in the Holton fighting wildcat song. We appreciate the good 
work that you do, running our hospital. Critical Access Hospital. 
The community is only about a little over 3,000 folks. And so the 
hospital is key to the success of our community. 

And there are few issues that I hear more about at home than 
ensuring access to quality, accessible, rural health care. And I be- 
lieve this hearing is a very important step forward in addressing 
the problems that providers and patients face in rural America. 

Carrie, in your written testimony, you speak about the damaging 
effects that CMS’ direct supervision requirement for outpatient 
therapy services would have on hospitals like Holton Community 
Hospital. And you mentioned your support for H.R. 2878, the legis- 
lation that I have introduced on that matter. One example that you 
gave of a routine outpatient therapy service is intravenous infu- 
sion. Drawing on your nursing background, can you briefly describe 
what kind of patient might need an infusion and the process in- 
volved for the attending medical professional? 

Ms. SAIA. I would be happy to. There is a wide variety of exam- 
ples. The one that comes to mind is a patient that is suffering from 
rheumatoid arthritis. They need an outpatient infusion for their 
medical condition. So they have been seen by their primary doctor. 
They have been referred to a specialist that comes to our facility 
and orders a medication. That infusion is usually one time a week 
for the course of 6 to 8 weeks. And they would come in and need 
that infusion given intravenously. Another example could be blood 
component therapy or chemotherapy drugs are also different exam- 
ples in regards to that. 

Ms. JENKINS. Okay, perfect. Thank you. Could you also de- 
scribe the added burden that direct supervision puts on physicians 
and ways in which other hospital services suffer because of it? 
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Ms. SAIA. With direct supervision, the regulation speaks to re- 
quiring a physician being readily or immediately available. So if 
that physician is involved with — Thursdays, we have stress tests in 
our facility. And a physician has to be physically present and can- 
not do anything else. So for that physician then to not be able to 
meet the requirement for direct supervision, if a patient is getting 
that infusion on that day, that would mean two doctors then would 
be tied up, one doing stress tests, one doing the outpatient infusion. 
And then what would suffer would be the care of just normal care 
in our primary clinics because we have two providers, two doctors 
tied up doing those two services. 

Ms. JENKINS. I see. 

Ms. SAIA. If that makes sense. 

Ms. JENKINS. It does. Before CMS announced that it was going 
to enforce the direct supervision rule, were nonphysician providers 
at Holton Hospital able to administer outpatient therapy services 
effectively without direct supervision? 

Ms. SAIA. They were. We have five different midlevels. They are 
all trained in advanced trauma life support, advanced cardio, CPR, 
advanced life support, trauma courses. They provide coverage for 
our emergency department. But, yet, with this regulation, they are 
not able to provide coverage for a person on an outpatient basis re- 
ceiving an infusion. 

Ms. JENKINS. Okay. Thank you. 

I want to touch on another topic. Ms. Saia probably knows that 
Holton Community Hospital provides hospice services for folks who 
are very ill and likely near the end of their life. In fact, my own 
father spent his final days under the care of the hospice at Holton 
Community Hospital. And we find that patients are at their most 
vulnerable at that stage. And I worry that folks in rural areas may 
be limited by the fact that Medicare’s list of authorized hospice pro- 
viders is not as inclusive as it should be. And this could lead to 
gaps in access to those who may need hospice but are unable to get 
it. 

And I have introduced legislation, along with Mr. Thompson here 
on our subcommittee of California, which would recognize physi- 
cian assistants as attending physicians to serve hospice patients. 
And I am just curious, maybe Ms. Sorensen and Ms. Saia, do you 
think that this legislation would help? And I am getting gavelled 
down. Maybe if you could 

Chairman BRADY. Yes, briefly would be great. 

Ms. SAIA. I think it is being very futuristic and very supportive 
of trying to keep the hospice patient in their local community to re- 
ceive that, important services, at a very critical time instead of 
having them leave their local community to receive it elsewhere. 
We are fortunate to have a medical physician right now available 
for that. But looking at the future and knowing the shortages, not 
only hospice, home health, DME, those type of services really could 
be supported with this legislation. 

Ms. JENKINS. Thank you, Mr. Chairman. 

Chairman BRADY. Thank you. No one ever calls my legislation 
futuristic and visionary, so congratulations. 

Mr. Pascrell, you are recognized for 5 minutes. 

Mr. PASCRELL. Thank you, Mr. Chairman. 
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And I want to thank the panel for being so forthright. I want to 
remind the panel, as well as the Members of the Committee, Mr. 
Chairman, that on June 22, when we had our last hearing. Dr. 
Mark Miller was with us from MedPAC, gave us a report. And in 
that report, 80 percent of rural hospitals that have completely 
closed their doors are located in States that have not expanded 
Medicaid, et cetera, et cetera, et cetera. You know, we need to take 
the time to read the stuff that gets to us, Mr. Chairman. That is 
my point. Because I think many times, as Mr. Joslin says, you have 
got to get to the fundamental problems and ones that we do not 
want to address. 

So I agree that access to health care in rural areas is an awe- 
some issue. It is worthy of the committee’s focus. I come from 
North Jersey where the closest rural area is more than a stone’s 
throw. But I ran point on rural hospitals in South Jersey. I am 
very proud of that record. Every day our New Jersey hospitals face 
challenges associated with serving urban populations. Medicare 
beneficiaries and other patients living in urban areas need access 
to quality health care, to provide economic opportunity, ensure 
community vitality, just like residents living in rural areas. I want 
everybody to be healthy. And I assert that access to care cannot 
only be measured by how long it takes you to drive to the nearest 
hospital or the nearest clinic, isolation from transportation services 
in urban areas can be just as prevalent and is, in reports that I 
have seen, as in rural. In my home town of Paterson, New Jersey, 
which is the third largest city in New Jersey, local hospitals care 
for a population where 29.1 percent of the residents are living 
below the Federal poverty level — that is a problem — where the me- 
dium household income is $32,707 — that is a big problem — and 
62.5 percent of the households speak a language other than 
English. These issues, along with a number of others, like patient 
mix, a reduction in the disproportionate share of hospital pay- 
ments, which we had in New Jersey, pose very real challenges for 
urban hospitals. 

But despite these challenges, urban New Jersey hospitals cannot 
receive any of the add-on payments that rural hospitals are eligible 
for. If we are going to look at this, let’s look at it across the board. 
The State of New Jersey does not have any hospitals with Critical 
Access Hospital, Medicare Dependent Hospital, or Sole Community 
Hospital designations. 

Mr. Joslin, in your testimony, you painted a good picture of what 
your hospital’s patient population looks like. Despite the fact that 
your hospital is located in a rural area, it is actually very similar 
to the patient population at St. Joseph’s Hospital in urban 
Paterson, New Jersey. I compared it. You mentioned high rates of 
poverty, low education levels, and limited English. Can you discuss 
some of the challenges associated with this patient population? 

Mr. JOSLIN. Certainly. And your example is absolutely perfect. 
When you are looking at urban hospitals, their safety net providers 
in economically challenged areas, it is tremendously difficult to pro- 
vide all those services that you need. In our area, a third of the 
adults don’t graduate high school, a third. You know, a third of the 
children in our area are living at or below the poverty level. Twen- 
ty percent of the population doesn’t speak English. We are in a 
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huge metropolitan area, relatively speaking, Fresno County and 
the outlying areas. And there are tremendous challenges. 

So we have in common what these rural hospitals have in com- 
mon, thin operating margins. And we live on the edge financially 
because there is not a lot of excess in the system of what we deal 
with, same thing that you are dealing with in your area. So we 
have to he very efficient. We have to cooperate with others. We 
have to take an integrated delivery approach to this so that if there 
are issues with transportation, for example, we can’t just admit a 
patient to the hospital, discharge them, and say, “Okay, now go 
your way because there are all these resources out there for you.” 
We have to help provide all those additional resources, transpor- 
tation, getting them to and from, skilled nursing facilities, home 
care, hospice, all these things we have to help facilitate as well. Be- 
cause the challenge is — and we had $180 million last year in un- 
compensated health care, similar probably to what your hospitals 
have. 

Mr. PASCRELL. Yes. Mr. Chairman, just one more statement be- 
fore I yield. 

Chairman BRADY. Quickly please. 

Mr. PASCRELL. We want to be fair to everybody. I want to be 
fair to everybody. What I want folks to know, I am never going to 
vote for any help for rural hospitals unless, instead of going into 
the pocket we already have and, therefore, those hospitals suf- 
fering, we need to expand the pocket. We need to expand Medicaid. 
And that is really at the bottom of many of the problems — you 
talked about getting to the fundamental problems. That is what I 
think we need to do. 

Thank you, Mr. Chairman. 

Chairman BRADY. Thank you, Mr. Pascrell. 

I would point out, I think hospitals are struggling with the $700 
billion of cuts to Medicare, many of which landed on our commu- 
nity and rural hospitals. And they have been feeling damaged for 
quite some time. Today’s hearing, I understand the point of Med- 
icaid expansion, but the point today was really about listening to 
specific challenges they face and some proposed bills, bipartisan 
bills, we hope can help eliminate some of those concerns. 

So, Mrs. Black, you are recognized. 

Mrs. BLACK. Thank you, Mr. Chairman. 

Thank the panel for being here. 

Mr. Chairman, I would like to ask unanimous consent to submit 
a letter from the Equal Pay for Equal Care Coalition on behalf of 
the Tennessee Hospital Association concerning the hospital area 
wage index for the record. 

Chairman BRADY. Without objection. 

[The information follows:] 



54 


Equal Pay for Equal Care (EPEC) Coaltion 

Stale* Omecfnni witfi tKi’ Imlnir uml Abiwd Mnt^iul SVime Iniie* 
fiirmula 

> IIk. AtiUfiiiTn IliMiiiUl AwdCiAliwO. '^10 ^ 4*l4ii«iilon AH.StiAt .90. . Al- )AI04. U4.II4-4.J-I77 


July 27, 201S 


Chairman Kevin Brady 
Representative Jtm McDermott 

Health Committee of the House Ways and Means Committee 
Dear Chairman Brady and Representative McDermott, 

Since 2014, representatives from the hospital associations of Alabama, Arkansas. Florida, Georgia, 
Kentucky, Louisiana, Mississippi, Missouri, Oklahoma, Western Pennsylvania, Tennessee and Texas have 
been working together as the Equal Pay for Equal Care (EPEC) Coalition to address concerns and issues 
with the Medicare hospital area wage index (AWI). 

On behalf of the hospitals and health systems represented by the EPEC Coalition, we are writing to ask 
for Congress' help to fix the flawed and unfair AWI. 

The original intent of the AWI adjustment was to ensure Medicare payments reflected market-to- 
market differences in hospital labor and benefit costs. Because the AWI is budget neutral, the increased 
payments to one area result in decreased payments to others. The reality of the currerit system is 
continuing reductions in Medicare payments to the large majonly of states, which have all seen 
Increases in labor costs but not as large as a handful of states that experience Increases In Medicare 
payments every year. The chart below shows how AWl levels for EPEC states consistently have 
decreased over the years and are proiected to continue in the future because of the offset to other 
states. 

It is widely recognized in the healthcare industry that comprehensive reform of the AWi is greatly 
needed. In fact, the Medicare Payment Advisory Commission (MedPAC) recommended repealing the 
system in 2007. However, to date, no action has been taken. This inaction has facilitated the 
continuation of political manipulation and one-time "Fixes'* that further distort the original intent of the 
AWI. Further, It threatens access to care in states that effectively have managed costs by placing them m 
a death spiral of decreasing reimbursement for the exact same care that is delivered in higher 
reimbursed states. The growing disparity between the "have** and "have not" states increases every 
year, which makes swift congressional action vitally important. 

This mailer becomes more urgent every year because of reimbursement reductions mandated in the 
Affordable Care Act (ACA) and sequestration pursuant to the Budget Control Act of 2011. Coupled with 
these additional financial pressures, the continued traiectory of the AWI tor our states Is unstainabte. 

Thank you (or your attention to this important issue. 
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Mrs. BLACK. Thank you, Mr. Chairman. 

Mr. Derksen, I appreciate your testimony on the acute financial 
pressures that rural hospitals face because of onerous Medicare 
regulations and cuts in reimbursement. As you point out in your 
testimony, for hospitals and rural States, like Tennessee, the risk 
of closure is real. I represent, about 50 percent of my district is 
rural, so we have a lot of those hospitals that are sitting in that 
situation. 

But I would like to bring up another challenge that is adversely 
impacting Tennessee hospitals, which is the Medicare hospital 
wage index. This issue hasn’t received as much attention as those 
that have been identified in your testimony. But I believe that it 
will be receiving more and more attention in the near future as it 
negatively impacts these hospitals and potentially will mean clo- 
sure for them as well, unless that reimbursement is changed. And 
although the area wage index is intended to ensure that Medicare 
hospital payments reflect the geographic differences in wages, 
many, including myself, believe that the system is broken. 

In fact, we had an exchange last week with MedPAC’s executive 
director, Mark Miller, in which he agreed that the area wage index 
is neither accurate nor fair, and it needs to be repealed. So the 
area wage index is having an adverse impact on hospitals in Ten- 
nessee and other hospitals in rural areas. Thus, this letter that I 
am going to be submitting, which has a whole coalition of hospitals 
that are represented, mostly rural areas, all over the country. 
These hospitals have seen the area wage index levels rapidly de- 
creasing over the years, while the levels for a handful of the others 
have been increasing. So I know this is going to be a difficult topic 
because some have seen significant increases, while others have 
seen significant decreases. 

And would you talk about repealing this wage index and replac- 
ing it with a more accurate and fair system that would help to re- 
lieve some of those financial pressures specifically on those rural 
hospitals that are in this situation? 

Dr. DERKSEN. Mr. Chairman, Representative Black, thank you 
for bringing up this issue. This is a crucially important issue in 
some parts of our country, including the area I work in in Ten- 
nessee obviously. I think we do need to bring some rationality to 
this. I think we need to bring some fairness. And I certainly appre- 
ciate your leadership on this issue. But there are complicated 
issues that need to be ironed out. And I admire the courage to 
bring this forward. Because whenever there is winners and losers, 
the stakes and the fights get pretty intense. 

But I think the issue is there shouldn’t be winners and losers 
where large swaths of the United States, where 20 percent of our 
population lives, are basically forced to accept these very low pay- 
ments. I don’t think it is just with the Medicare area wage index. 
I think there are some issues related to graduate medical education 
payments that are very, very low. When I was in New Mexico, we 
had the lowest per-resident amount. Why in the world, you know, 
is Connecticut or New York hospitals being paid nine times per 
capita what Texas is being paid for Medicare GME? I think the 
work that you have done in a bipartisan manner in this committee 
is exactly the kind of leadership we need. And I think that the 
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types of things that you have proposed and have been talking 
about are, it is time for us to address these issues and to make this 
a much more rational policy. Thank you. 

Mrs. BLACK. You are welcome. 

One other issue, and I know I am not going to have enough time 
to really ferret this out, but I would like for the panelists, if they 
have an opportunity, to respond back in a written form about being 
able to use ACOs in rural areas. 

My colleague, Mr. Thompson, did hit on something that we are 
working on together on the telehealth, but also what are the bar- 
riers for using the Accountable Care Organizations where we could 
have more coordinated care? I know that we are seeing those 
maybe be successful in the bigger urban areas. But I would like to 
hear from you about where you believe that the barriers might be 
in also using ACOs, where we could actually have those alternative 
payment models and be able to coordinate the care. So if you could 
just let me know or let the panel know what is hampering those 
efforts, we would really appreciate hearing from you. So that would 
be another area we might be able to help our rurals in. 

Thank you, Mr. Chairman. I yield back. 

Chairman BRADY. Great. Thank you. 

Mr. Kind, you are recognized. 

Mr. KIND. Thank you, Mr. Chairman. Thanks for holding this 
hearing. 

I want to thank the witnesses for your testimony, your patience 
today. And just to follow up on that last point, I am glad Mrs. 
Black raised this issue, it was actually a question I was going to 
ask you in regards to challenges you face with ACOs, the imple- 
mentation in rural areas. I hail from the State of ACOs. My 
healthcare providers throughout Wisconsin have been practicing a 
more integrated, coordinated, patient-centered healthcare delivery 
system for quite some time. What I am hearing from my Critical 
Access Hospitals, a lot of rural providers, is that there are some 
unique challenges that they face with the ACO model, medical 
homes, that more coordinated care. So anything you can provide 
our committee to provide some insights because I have been reach- 
ing out to my providers back home on this as well. 

Clearly, that is the direction that the Affordable Care Act is try- 
ing to drive the healthcare system, to more coordination, more inte- 
gration in healthcare delivery services. But there are unique chal- 
lenges that we recognize in rural areas. And that needs to be ad- 
dressed as well. 

Let me shift and address a topic that hasn’t been addressed yet 
today. Maybe you might provide some insights. Clearly, there has 
been increased consolidation in the healthcare industry in recent 
years. We are seeing more consolidation, with the bigger providers 
coming into rural areas, buying up hospitals and clinics. We are 
also seeing a huge amount of consolidation with health insurance 
companies right now. Obviously Cigna and Aetna are the latest in 
the news right now. But I wanted to get anyone’s reaction on the 
panel today and these trends that we are seeing, the impact it 
could have on rural healthcare providers, both the access and the 
quality issues, if you would like to share with us today. 

Dr. Derksen. 
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Dr. DERKSEN. Mr. Chairman, Representative Kind, I think 
where integration and consolidation results in quicker access to 
health care, to high-quality health care, or it reduces the rate of 
cost growth, or it improves health outcomes, and those are measur- 
able health outcomes, I am all for it. 

When integration and consolidation means fewer choices for pro- 
viders, for patients, and it increases the costs, I think we ought to 
look at those types of issues. And that is where I am kind of wor- 
ried. In States where there is robust competition, for example, in 
the health insurance marketplace, such as Arizona, we have at 
least seven insurers offering 70 different plans in our 13 rural 
counties. That is a lot of competition. As a result, our premiums 
went down for silver plans 10 percent. I think the marketplace can 
work, but it requires robust competition. I have noticed in other 
States with only one or two insurers, that those rates go up. And 
there is these kind of endless requests for increases in premiums. 
So I think there is some advantage to bring it together. I think 
rural communities and our community hospitals are looking to 
partner in ways through telemedicine, telepsychiatry, through tele- 
radiology, and other mechanisms. We ought to encourage that. But 
let’s keep the end in sight here. We want high-quality care. We 
want ready access. And we want to control cost growth. And if 
those three criteria are met, then that should be kind of our litmus 
test to me. 

Mr. KIND. Mr. Joslin. 

Mr. JOSLIN. I think fundamentally the system is fragmented 
and broken. And I think you are seeing consolidations not for busi- 
ness purposes but for patient care purposes. And I think the only 
way we are going to fix this healthcare system is to partner to- 
gether and develop new models that are much more effective in 
treating patients. If you do the same thing over and over and over 
again, obviously, you are not going to get different results. We have 
to get creative and look to doing things differently. So what I look 
forward to sharing with you in the coming months are a pilot that 
we are doing, for example, where we, in a large urban area, are 
partnering with a large provider in the rural area to develop an in- 
tegrated network with access to care, I absolutely agree with you, 
access to care, the primary driver in this, to make sure there is a 
system there for everybody, regardless of resources, that is avail- 
able close to where those patients are, and provides the different 
level of resources they need. But it has to be this new level of part- 
nership if the mission is correct. And the mission has to be 
accessed to high-quality, affordable health care. And so you are 
going to see lots of these models pop up. Some will be good. Some 
won’t be so good. But we need to learn from all of them and con- 
tinue to work towards developing a better model. 

Mr. KIND. I would agree with both of those things. 

Mr. Chairman, this might be another topic ripe for a future hear- 
ing, as there are large forces taking place in the healthcare field 
and consolidation, both on the provider and the insurance side. And 
we are going to have to provide more oversight. 

And, finally, on the training aspect, Mr. Joslin, you talk about 
the importance of training in rural areas. I know, in Wisconsin — 
this might be true in your areas too — we are really making a con- 
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certed effort to try to recruit in rural areas before even training be- 
cause we have found if we can get them from the rural community, 
from the quality of life they grew up in, it is easier to direct them 
back into those communities to serve in the healthcare function. 

So if you have got some unique programs that you have been 
working on as far as recruitment, we would be interested in hear- 
ing about that so we can take that to capacity. 

Thank you, Mr. Chairman. 

Chairman BRADY. Thank you, Mr. Kind. 

Mrs. Noem, you are recognized. 

Mrs. NOEM. Thank you, Mr. Chairman. 

And thank you for allowing me to take part in this hearing. I am 
not a normal member of the Health Subcommittee. But I represent 
South Dakota. And I have the entire State. So there is not much 
in South Dakota that isn’t rural and doesn’t face a lot of the chal- 
lenges that you all have been discussing today. 

And I am glad that Mr. Kind touched on that because that was 
something I was going to point out that Mr. Derksen talked about 
earlier, was the fact that when you train physicians and caregivers 
in rural areas, they tend to come back. We have a very difficult 
problem with recruiting physicians to some of our communities in 
South Dakota. But we have noticed that if we have the training in 
those communities, if we have residencies available, that that 
makes a world of difference. 

So I want to thank you for discussing that today and putting 
that in the record because it is important to make sure that we 
have the kind of access to care that we need. And we have that by 
making sure there are physicians in the area. And I have visited 
many, many of the rural hospitals in South Dakota. I have seen 
the necessary care that they provide to our population and the peo- 
ple that live in my home and the patient population that they 
serve. In fact, a lot of my rural hospitals feel that many times they 
are treating patients that may be sicker, that may be older. We 
have a very — our population is much older than I think, on aver- 
age, than some other States. And they feel like they have more 
challenges because of that than some of their urban hospital coun- 
terparts. And they outlined a number of the challenges that they 
face. 

And Congress and the administration have agreed that access to 
care is limited in these areas and communities. And people have 
to travel farther to get the kind of checkups and emergency serv- 
ices they need. And this can significantly increase the cost of 
health care and impact outcomes in emergencies when time is crit- 
ical. In fact, research shows that rural residents travel twice as far 
to the closest emergency room than urban populations do. Rural 
communities face demographic challenges both with the Medicare 
population and the community population at large. You have dis- 
cussed many of these issues today. And as a result of all of these 
challenges, a lot of our rural hospitals are operating at a financial 
loss. So what concerns me is how we will keep access to care in 
these parts of the country. And there are many things that Con- 
gress can do, and there are many proposals and bills that are filed. 
I would like to know from each of you what your biggest challenge 
is at keeping that access to care in those rural communities and 
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a suggestion of what Congress, it may be a payment system, it may 
be a reimbursement formula, it may be different policies or regula- 
tions that cost you so much money in complying with them rather 
than delivering care to patients. What is your biggest challenge 
that Congress could immediately address that would be a relief to 
our rural community hospitals? 

We will start with Mr. Derksen. 

Dr. DERKSEN. Mr. Chairman, Representative Noem, thank you 
for bringing up these issues. I think it is very important. I spent 
a lot of years trying to figure out ways to get health professionals 
trained and ready to practice in rural areas. And I mentioned one 
of them. I think the thing before us now pragmatically that we 
could invest in is graduate medical education. And maybe the le- 
verage point there, as we expand Medicaid in at least 30 of the 
States so far, is to use Medicaid graduate medical education where 
States have far more flexibility, through State plan amendments 
and such, of supporting a rural health professions infrastructure. 

But the second thing has been mentioned several times, there is 
no greater thing that a Governor can do is to reduce the uncompen- 
sated care. If you just shift uncompensated care cost to someone 
else, that is a hidden tax, every bit as important as any other kind 
of tax you might levy. And in Arizona, we are the very last State 
to do Medicaid. You know, that was passed in 1965 as part of an 
amendment to the Social Security Act. We didn’t get around to it 
for 17 years in Arizona until 1982. But we did expand Medicaid to 
100 percent of the federal poverty level. We were an early expan- 
sion State. But we had to freeze that. 200,000 people got forced off 
of Medicaid during the Great Recession a couple years ago. And 
what happened is the uncompensated care costs for our hospitals 
doubled and tripled and have put many to the brink of fiscal ex- 
tinction. Governor Brewer, not to be confused with a progressive, 
you know. Democratic Governor, very conservative, somehow she 
restored that coverage back to 100 percent. And while she was at 
it, being very unpopular with her conservative colleagues, ex- 
panded it to 138 percent. That single factor of getting people health 
coverage, a payment source, has brought — in 2013, half of our Crit- 
ical Access Hospitals had negative margins. Now they are just 
barely above the positive margin, but they are in positive. Getting 
people coverage is there. Every State does it different. 

In Arizona, we do it as the Arizona healthcare cost containment 
system. But it is a way to go about assuring accountability. Every 
State is going to have to sort through how best to cover their unin- 
sured. And I think that factor alone is probably the most important 
for our rural hospitals and our rural providers. 

Mrs. NOEM. But not necessarily something that Congress can 
do. 

Dr. DERKSEN. Pardon me? 

Mrs. NOEM. Not necessarily something that Congress can make 
a decision on today. 

Dr. DERKSEN. I think any time you are looking at Medicare and 
Medicaid coverage, you can’t really separate them easily. But the 
types of policies that you are doing here, the types of payment 
issues — the hospital, I mentioned that we will close on Friday be- 
cause Medicare has frozen payment, well, Medicaid can’t pay them 
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in our State either. So a lot of these issues go hand in hand. Thank 
you. 

Mrs. NOEM. Mr. Chairman, I realized I am out of time. If the 
rest of the panelists wouldn’t mind submitting to me your rec- 
ommendations on what you believe are the biggest challenges to 
maintaining access to care in rural communities, I would certainly 
appreciate that. 

With that, I yield back. 

Chairman BRADY. Thank you. I would like to thank today’s wit- 
nesses for their testimony today. And I appreciate your continued 
assistance getting answers to the questions that were asked by the 
committee. As a reminder, any member who may wish to submit 
a question for the record will have 14 days to do so. If they do, I 
would ask the panel to respond in writing in a timely manner. 

Again, we are looking for common ground in how we address 
these rural healthcare disparities. Today’s hearing was helpful. 

With that, the committee is adjourned. 

[Whereupon, at 11:45 a.m., the subcommittee was adjourned.] 

[Submissions for the record follow:] 
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WRITTEN STATEMENT OF THE 
AMERICAN ASSOCIATION FOR HOMECARE 

SUBMITTED FOR THE 

HOUSE COMMITTEE ON W AYS AND MEANS SUBCOMMITTEE ON HEALTH 
HEARING ON RURAL HEALTH 
JULY 28, 2015 


The American Association tor Moinceorc ( AAHomcenre) is pleased to provide its views on the rural health care 
disparities created hy Medicare regulations to the House Ways And Means Subcommittee on (health. 

AAHomecare i$ the national trade assocmiion for home mcdicul equipment ll-tMT ) providers, manufacturers and 
other siakehnlderH in the homecurc community. AAHomecare members serve the medical needs of Americans who 
require home oxygen therapy, mobility assistive lechnologies (standard and complex wheelchairs), hospiuil hods, 
diabetic testing und medical supplies, inhalation drug therapy, home itifusion and other home medical producLs. 
services and supplies. 

Membership reticets a broad cross'Scciion of the homccarc community, including providers of all sizes operating 
approximately 3.(l0<t locations in all 50 states. 

AAHomecare strongly recommends that Congress preserve and strengthen access to home medical equipmeni for 
the millions of Americans who require medical care m their homes. In particular, we usk that Congress protect 
accc.vs to home medical cuiuipmcnt in rural areas hy preventing the use of prices derived from the Medicare 
compeiiiivc bidding program, which has been recognized a.s Hawed by well over 200 economists, computer 
scientists, stalisiician.s and auction e.\pcrt.s from around the world. These rates do not rcilcct the true cost of 
business in rural areas, where fewer providers .serve larger areas and face higher delivery and associated service and 
repair co.sts. 

To do so olhenvise, would force the closure of many home medical equipment pnividen in these ai-eas, cost jobs in 
an economy (hal cannot atTord to lose them, and deprive n growing number of palienLs. many of whom arc seniors or 
people with disabilities, accuiei to the equipment and services they need to receive medical care in their homes. 


Background 

Cost Hfrectiveiiess of Honiccare 


I IM F: olTers an efficient and cosl-eflcclive way to allow patients to receive care they need nl home. The need for 
HMb und I IMF prtwiders will continue to grovN to serve the evcr'incrvasing number of older Americans. Homccarc 
represents u small hut cosNeffectivc portion of the more than S2.3 trillion nuiinnat health expenditures (NIIB) in the 
United States, and approxini.Hlely 15.5 million Medicare bcnetlciaries require .some type of home medical equipment 
annually, from bed.sidc commodes for people who have hip replacements to high-tech vcnlilniors for quadriplegics. 

Yet. not all products arc equal; some require licensed or crcdcniialcd clinicians to be on slalVor cost SI 5.000 jasl to 
procure. While past reports from Congress and the Office of Inspector General (OIO| shed light on products they 
believe to be overpaid, many others are unprofiiahlc for providers to prov idc even before the bidding program. The 
high cost of fuel, labor, rent <nnd utilities, and regulatory compliance associated with billing and collections. I ilPAA 
privacy, identity theft, IT security, Sarbancs-Oxley, waste disposal, beneficiary and employee salety. OSFFA. DOT 
and FDA regulations conunues to escalate year after year. Anyone who has ever required HME or had a reluitvc 
who needed il can attest that our service includes much more than just (he equipment. 
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With grcuier access to quality equipment and services ai home, bcneficbries and Medicare will spend less on 
hospital stays, emergency room visits, and nursing home admissions. Home medical equipment is an imponant part 
of the solution U) the nation's healthcare funding crisis. The facts hear this statement out as private health care plans 
have contracted for our serv ices for decades and rea^Kd the cosi-sjvtngs along the way. E-ven the current 
Administration i-s trying to develop prttgrams to manage chronically ill Medicare patients in the home through new 
demonstration projects and the Innovation Center. 

One key fact that is sometimes lost in this debate is that HMI represents aK^ut one percent of annual Medicare 
spending. So while this program appears to reduce HMb expenditures when simply comparing post and current 
Medicare Pan M expenditures. CMS ha.s not examined the cost shiHing that occurs as a result of the program as 
more beneficiaries will be forced to receive care in hospitals, nuniing homes, and emergency treatments. 

Impact on Rural Areas 

The problems with competitive bidding arc already well known from the expericiKcs in the original Round I and 
Round 3 ureas, .Soon, these impacts will be expanded to suppliers and bencnclanes in the small towns and rural 
areas outside of the original bid areas. These rural home medical equipmcmi providers arc in danger of being hit with 
devastating Medicare cuts that will hurt patient access to HML. close busiiies.sc.s and cost jobs. 

Un October 31, 2014. die Centers for Medicare Si Medicaid Serv ices (CMS) released the itnal rule on “Medicare 
Program; E.nd*Stage Renal Diiiease Prospective Payment System, Quality Incentive Program, and Dutahle Medical 
i'.quipmenl. Prosthetics. Orthotics, and Suppiics,** which establishes the methodology for making iialional price 
udiiislmcnls lu payments for Durable Medical b'quipmem, Prosthetics. Ortbotics. and Supplies ((3MHPOS) paid 
under fee schedules. 

Duia used to calculate the fee schedule was based upon information gathered from the DMIiPOS competitive 
bidding programs (CBPs) and phase in special payment rules in a limited number of competitive bidding areas 
(CBAs) under the CBP for certain, specilled DML and enteral nutrition products. 

For qualified DMH items, the final rule phases in, over 6 months, a new reimbursement rate for noO'CBAs. On 
January 1.2016. the reimbursement rate for these ciQlmsf with dale.s of service from January I, 2016 through June 
30. 2016) will tie based un 50 percent of the un>adjustcd fee schedule amount and 30 percent ofllie adjusted fee 
schedule anumm which will be based on the regional competitive bidding rotes. 

Suiningon July 1. 2016. reimhursemem rale will be t(KJ% oftlie odjitsied fee schedule amount which will be based 
on regional uompclilivc bidding rates. The following ore examples ofthese drastic cuts > 


tICPCSCode 

Region 

Current 

1/1/16 rate 

7/1/16 rate 

F. 1 340 (02 concentrator) 

Midcast 

S178.23 

SI 34.21 (-2554) 

S90.l8(-49%) 

WMTOtBiPAP) 

Rocky MT 

S241.85 

SI 78.50 (-26%) 

SM5.M(-32%) 

K(KK)3 (sttuvdord wheelchair) 

Great Lakes 

S97.q« 

SM.7S (-30%) 

S39.58(-60%) 

K0823 (st;tndurd PMD) 

New England 

S36K.K9 

S424.22(.25%) 

S279.55 (-51%) 


The application ol paymcnt rates, set by CMS's Hawed competitive bidding process, to mm-CBAs will disrupt 
Medicare bcneliciaries* access to Ute DMI: items they need. In CBAs. suppliers are forced to accept contracts for 


3 
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DMh iiemH at a )o\>cr nUc with the kmm ledge that there will he b limited number of suppliers that can provide 
service and supplies in that bid area. Suppliers then try to make up for the drastic payment cuts through increased 
volume of beneficiaries served in that CBA blended with the higher payments from heneficiaries served outside of 
the CBA. As a result ofCMS' final rule, suppliers in mnxompetitivc bid areas will receive the same dr^utie 
payment cuts set in CBAs, without euiusivc contracts and increase m volume of business or the ability to 
compensate w ilh higher rates outside of the CBA. The industry also has convincing data that indicates pnrviding 
DMI. Items in rural areas have a higher cost than in urban areas. 

CMS* final rule also limits the bid ceiling for future rounds of competitive bidding to payment rates set by previous 
rounds of bidding. Currently, bid limits are set by the fee schedule, which allows for adjustments for inflaium. 
CMS has indicated that it plans uv continue competitive bidding for DMf. items far into the future. Decreasing the 
bid ceiling limit over many years, while medical inflation continues to ri.se, will set anilkially low rates, which will 
hamper compeliiion. f .vcr decreasing bid limits will make it impossible to set market prices through an auction 
process, w ithout negatively impacting beneficiary care. Congress required CMS to save money compared to the 
tunadiusied) fee schedules, because taken to its logical conclusion. CMS* plan would eventually result in suppliers 
paying the government hi provide items and services. 

Conclusion 

Rural home medical equipment pmviders are in danger of being hn with devastating Medicare cuts that will close 
basincsscs and cost jobs. 

AAHomccurc strongly urges the Committee to take action to prevent these drastic culs and protect access to home 
medical equipment for seniors and people w iih disabilities in rural areas. 

nati 

The Anietk'un AsuH'Uttion/or HotMCiiirv re/>rcAeiUs pntvuten of home meiUcul ttr durable miHlfeal etfitlpmenf and 
verv/twr who nerve the needs of millions of American.s who ret^uire pr&scrihed ♦jjryqen therapy, wheekhair.y enteral 
fecdinfi. and other medical equipmenl, xer\‘lcvx, and .xuppUex i« home. VixU www.aahomec'arx: tne 
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AANP 


\l RSF. I'KACIIMOM RS - 


Ihe Voice nt the Xiirst Practitioner' 


August 11, 201S 


Representative Kevin Brady 
Chairman 

Ways and Means HeattK Subcommittee 
1102 Longworth HOB 
Washington D.C 20S1S 


Representative llm McDermott 
Ranking Member 

Ways and Means Health Subcommittee 
1102 Longworth HOB 
Washington D.C. 2051S 


Dear Chairman Brady and Ranking Member McDermott; 

The American Association of Nurse Practitioners (AANP). the largest hill service professional 
organitation representing the 205,000 nurse practitioners (NPs) across the country, applauds the 
committee for Taking the time to examine (he rural health disparities created by Medicare regulations 
AANP would like to fend its support to a number of legislative efforts which the committee could act 
upon to improve rural residents* access to care by removirsg barriers to practice which only increase 
costs and cause delays In care. 

Nurse practitioners have been providing primary, acute, and specialty care for half a century, and are 
rapidly becoming the health care provider of choice for millions of Americans. According to our most 
recent survey data, more than 900 milHon visits were made to nurse practitioners in 2012, a number we 
anticipate will continue to grow In the coming years. Nurse practitioners provide care In neariy every 
health care setting including clinics, hospitals, emergency rooms, urgent care sites, private physician or 
nurse practitioner practices (both managed and owrved by nurse practitioners), nursing homes, schools, 
colleges, retail dirties, public health departments, nurse managed clinics and homeless clinics it Is 
important to remember that in many of these settings nurse practitioners are the lead onsite provider 
In addition to diagnosing and treating acute and chronic illnesses, nurse practitioners emphasize health 
promotion and disease prevention in the care of their patients. Dally practice includes: assessment, 
ordering, performing, supervising and interpreting diognostic and laboratory tests, making diagnoses, 
initiating and managing treatment including prescribing medication (as well as non>pharmacologic 
treatments), coordination of care, counseling, and educating patients, ihek families and communities 

Additionally our data shows that the vast ma|oritv of nurse practitioners are primary care providers. 
Eighty-eight percent are educationally prepared to be primary care providers and over seventy-five 
percent currently practice in primary care settings, further, over 174,000 nurse practitioners, nearly 
eighty-five percent of the current nurse practitioner workforce, are treating Medicare beneficiaries. 
Nurse practitioners are the health care provider for many of the beneficiaries located in rural and 
underserved areas. 


Administration: PO Box 13846 • Aiishn, TX 76711 • Email: admmllBanp.org • Website; aanp.org 
Government Affairs* 225 RemeKers Lane. Suite 525 • Alexandria, VA 22314 • Email: govemmentarfairsOaanp.org 
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Removing Wroo t Supervision Requirement for Outpatient Therapeutic Services FumKhed In Small 
Rural Hospitals and Critical Access Hospitals (CAHsj 

AANP agrees with ail of the witnesses In their support of removing requirements for dhect 
physician/Non-physician provider (NPP) supervision of outpatient therapeutic services furnished in CAHs 
and small rural hospitals. Removing this arbitrary requirement would allow professionals educated and 
licensed to provide these vital services to do so without the direct supervision of a physician/NPP. Some 
of the outpatient therapeutic services impacted by this requirement include drug mfusions. blood 
transfusions, and wound debndement. 

AANP would be also support the passage of the Protecting Access to Buroi Therapy Services (PARTS) Act 
(H.R 161 1/S. 2S7) This piece of legislation would not only remove the requirement of direct 
physician/NPP supervision for outpatient therapeutic services furnished in small rural hospitals and 
CAHs but would also authorize nurse practitioners to supervise cardiac and pulmonary rehabilitation 
services. Under current law only a physician may supervise cardiac and pulmonary rehabilitation 
services ever) though nurse practitiemers are educated arid trained to provide these important services 
that are currently being underutilized due to a lack of access. 

Removal of 96 Hour Rule 

AANP agrees with removing the current requirement that a physician certify that a beneficiary may 
reasonably be expected to be discharged or transferred to another hospital within 96 hours of 
admission. This requirement creates needless additional documentation and busy work that could be 
spent on other more Important activities in the CAH. 

Nurse Practitioners & ACOs 

During the hearing multiple Members asked for more information regarding the problems that rural 
ACOs are erscountering. One issue of particular significance to nurse practitioners is that under current 
Medicare law (specIRcally the Shared Savings Program!, nurse practitioners are recognized as ACO 
professionals but those patients who receive their care solely from a nurse practitforier withm an ACO 
are by statute, ineligible to be counted toward the ACO's Shared Savings This barrier requires that a 
patient who currently receives care from a nurse practitioner within an ACO must be seen at least once 
each year by a physician within that ACO in order to be counted toward the ACO's Shared Savings. This 
needless requirement makes It harder to establish and maintain ACOs In rural and underserved areas 
more reliant on nonphysician providers. 

AANP asks that the committee pass legislation that ensures patients seen solely by nurse practitioners 
within an ACO count toward an ACO's shared sayings In the Senate, the RurvlACO impfovement Act oj 
201S, S. 1456 has been introduced and would make this change. 

Authorize Nurse Practitioners to Certify Patient Eligibility for Medicare Home Health Services 

Another barrier to practice which harms patients and Is magnified in rural areas is the current Medicare 
barrier that prevents nurse practitioners from certifying their patient's eligibility for Medicare home 
health services. While nurse practitioners are currently authorized to perform the face^tcnface 
assessment of their patient's needs prior to ordering home health services, a physician must certify their 
assessment even though that physician was not Involved in the assessment. This specific barner was 


Adminisiretion; PO Box 12846 • Austin, Vt 78711 • Email admtni^danp.org • Website: aanp.nrg 
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addressed in Shannon Sorensen's, CEO of Brown County Hospital, wrrnen testimony as a reduirement 
which decreased access to their patients. 

AANP asks that the committee address this burdensome requirement by passing legislation which would 
allow nurse practitioners who are authorlted to perform the face-to-face assessment be authorized to 
certify that assessment. The Home Health Core Planning Improvement of 2015. H R. 1342 makes this 
change and has the bipartisan support of 136 cosponsors including 14 Members of the Ways and Means 
Committee, its companion bill in the Senate. 5.528 has 3S cosponsors. 

In closing, we look forward to working with the Committee to reduce rural health disparities created by 
Medicare regulations. AANP is eager to support the committee's efforts to remove barriers to practice 
which create delays in care and increase in costs while not improving the care provided to patients. We 
look forward to working with you in the future. Please contact MaryAnoe Sapro, Vice President of 
federal Government Affairs at msapio giaanp.org for further information. 


Sincerely, 




David Hebert 
Chief Executive Officer 


Administration: PO 6oi 12846 * Austin. Tx 787X1 • Emdit: adminWoanp.org • Website. aanD.org 
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ArneriCctn Assotuition of 
\ Teaching Health Centers 


August 1 1 , 20 1 S 


The Hunorabic Kev in Brady 
United States House of Representatives 
301 Cannon House OfTice Building 
Washington, DC 20515 


The Honorable Jim McDcnnott 
United States House of Representatives 
1035 Longworth House UtTice Building 
Washington. DC 20515 


Dear Chairman Brady and Ranking Member MeDcrmott; 

On behalf of the American Association of Teaching Heath Centers (AATHC), 1 am writing in 
response to the House Committee on Ways & Means Subcommittee on Health hearing held on 
July 28, 2015 to discuss rural health care disparities created by Medicare regulations. 

The AATHC was founded in 2013 to represent 
die interests of Teaching Health Center Ciraduatc 
Medical Education (THCGME) programs 
nationwide - currently comprised of hO HRSA- 
supported Teaching Health Centers (THCs) that 
train 690 resident physicians in rural and urban 
underserved areas in 27 states and the District of 
Columbia. 

First, we wish to again e.xpress our deep 
gratitude for the continued support shown by 
Chairman Brady, Ranking Member McDemtott, 
and the entire Health Subcommittee. We appreciate your good work in drawing attention to the 
THCGME program, and look forward to our continued partnership. 

During the Health Subcommittee's hearing on July 28 discuss rural health care disparities created 
by Medicare regulations, we were pleased that the Subommittee highlighted the THCGME 
program as a po.ssible solution to the primary care shortage that is reaching crisis levels in rural 
areas of the US. In his testimony , Mr. Daniel Derksen Director of the Arizona Center for Rural 
Health, called out THCGME specitlcally as a building block of GME reform. The demonstrated 
success of the 1'HC model, particularly in rural areas, is indisputable. We are training and 
producing high-quality primary care doctors for the rural areas that need them most. 

Many of these doctors come from the finest medical schools in our country, and the demand for 
these slots is extremely high. For example, ten programs reported over I I.OIH) applications from 
medical students tor their 93 residency slots available forthc 20 14-201 5 academic year. Of course, 
medical students typically apply to multiple residency programs, but the high ratio of applicants 
to THCGME slots shows that medical students are increasingly interested in THC programs. In 
the past four years, the number of applicants received by THCGME programs has increased 30 
percent. 


Figure 1. Location of Teaching Health Cantor Programs 
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However, despite the program's overwhelming, documented success, and 2-year extenstion, 
TIICGME programs nationwide are cuirently on the brink of collapse and the growth of the 
progam has halted at a time where THCs are just beginning to ramp up to their full complement 
of residents in order to provide high-quality, aeeessible, and affordable healthcare in urban and 
rural areas. 

As the result of widespread, bipartisan, bicameral support for the THCGME progratn. the program 
was extended for 2 years and $120 million in H.R. 2, the Su.stainable Growth Rate (SGR) “fix" 
legislation. This additional funding was intended to enable the THCGME program to not only 
continue training residents and providing care in rural and urban underserved communities, but 
also lay the foundation for meeting future healthcare workforce needs. 

This Republican-led. biparti.san legislative victory demonstrates the widespread impact of the 
THCGME program and the .strong desire of key legislators to see the program not only endure, but 
also to grow and expand in order to provide well-trained primary care physicians in areas that need 
them mo.st. Certainly, urgency exists to ensure URSA implements the funding provided in a way 
that maintains these programs and continues delivering doctors to communities where they arc 
most needed. Currently, a reduced per resident amount (PRA) is threatening not only the 
completion of training for many current residents, hut also the admission of new residents into 
training. Without the extension of funding, many of these vital programs are being forced to make 
the diniciilt decision to slop accepting residents, or shut down completely. 

The traditional method of residency training, funded primarily by CMS under a Medicare formula, 
is mainly focused on hospital-based training and the profile of physicians trained no longer 
matches the nation’s needs - too few enter primary care and even fewer choose to practice in rural 
or undersened locations, in contrast, the THC model uses community-based ambulatory health 
centers, such as nonprofit community health centers and community consortia, to train primary 
care residents who will practice twenty-first century care in underserved communities both during 
their training, and aher their residencies have been completed. 

According to the American Academy of Family Physician, by 2025, the United States will require 
an additional 52,000 primary cam physician, and the shortage is being felt most deeply in health 
professional shortage areas (HPSAs) and medically underserved areas (MUAs). As many as 60 
million people living in these areas experience disparities in health care access either because they 
arc uninsured, or because they live in rural, urban, or suburban areas without enough primary care 
physicians. Additionally, we are reaching a critical time, when the number of medical school 
graduates will be greater than the number of residency slots. Without a residency medical school, 
graduates are unable to obtain a medical license. 

While it is too early for a full assessment of the THC program, preliminary analyses demonstrate 
ptisilive and promising results and signal that this innovative model of graduate medical education 
should eonlinue to be developed and meet its full potential. 

During their residency training. THC residents practice in the approved primary care specialties of 
Family Medicine, General Internal Medicine, Obstetrics and Gynecology, Pediatrics, Psychiatry 
and General Dentistry. These residency practices arc located in undciserved communities. 
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expanding access to health care and decreasing health disparities. A fimdamenlal question is: Do 
they continue to fill lhase roles after they complete their residencies? In July 2014, AATHC 
conducted a survey alter the 2014 academic year to determine where THC graduates ended up 
alter graduating from the TIICGME program. 

Figure 2 compares the post-residency choices of THC and general Graduate Medical Education 
(GME) residents. These .signal the extent to which, on a longer term basis, THC's newly-minted 

physicians help address 
national needs — particularly 
by providing ambulatory 
primary care in underserved 
areas. 

TIte results of AATHC’s 
survey prove that the THC 
model is working. 

01 percent of THC 
graduates remain in primary 
care practice, compared to 
about 23 percent of traditional 
GME graduates. 

More than three times 
as many THC graduates (76 
percent) went on to practice in 
underserved communities, compared to 26 percent of the traditional graduates. 

Twice as many THC graduates (21 percent) go on to practice in rural areas, compared to 8 
percent of traditional graduates. 

About nine times as many decided to practice at nonprofit community health centers (40 
percent) as regular medical graduates (4 percent). 

- Most (61 percent) of the THC graduates continue to practice in the state where they 
conducted their residencies. For e.xample. in Texas, a stale w ith a particularly serious 
primary care physician shortage. 80 percent of those residents who trained in Te.\as stayed 
in Texas. 

In addition to an increase in demand among institutions and medical students, there is widespread 
support for this program among Members of Congress, local communities, and key health care 
stakeholder organi/.ations. 

.Since traditional CMS-fundcd residency training continues to produce an inordinate proportion of 
specialists under their fixed cap at the expense of primary care, the THC model is arguably the 
single most promising alternative to traditional CMS-funded residency U'aining. In the 201 5-201 6 


Figure 2. What Types of Practices Do THC and 
Traditional Residents Have After Graduating? 
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academic year, the program will support over 750 residency slots, provide more than 750,000 
primary care visits in underserved rural and urban communiltes, and, perhaps, most significantly 
U) the American ta,\ payer, guarantee that every dollar spent is used exclusively for printary care 
training. 

The uncertainty of future federal funding remains a serious inhibitor to the long-term success of 
the Teaching flealth Center model - the most reliable training ntodel for primary care physicians 
in underserved rural and urban locations. If the H.R. 2 funding is not front-loaded in the current 
2015-2016 academic year to ensure the SI50.000 PRA is maintained, it will continue to have a 
negative impact on the rural communilies that the THCGME program serves. It is imperative we 
secure funding immediately to permanately fund the THCGME program, allowing it to reach its 
full potential and produce physicians to train and serve in rural areas. 

On behalf of the AATHC, thank you for your continued support of this vital program. We look 
forward to hearing from you, and continuing lo work together to ensure the long-term success of 
the Tl ICGME program. 

Sincerely. 


Stephen McKeman, DO 

Executive Committee, American As.sociation of Teaching Health Centers 
Program Director, Conroe Family Medicine Residency Program 
CEO, Lone Star Family Health Center 
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TESTIMONY OF 

AMERICA’S CRITICAL ACCESS HOSPITAL COALITION 
HOUSE WAYS AND MEANS COMMITTEE 
SUBCOMMITTEE ON HEALTH 
JULY 28,2015 


Chairman Brady, Ranking Member McDermott, and distinguished Committee members, 
thank you for holding the Rural Health Hearing o discuss niral health care disparities created 
by Medicare regulations. America's Critical Access Hospital Coalition works with over 150 
CAHs across the country to bring together healthcare leaders to discuss innovative, 
sustainable practices and plan for the future of healthcare in rural America. We would like 
to offer our testimony on the disparities in rural care, most specifically on the issue of 
allowable costs for Critical Access Hospitals [CAHs). 

CAHs play an integral role in most States serving the health care needs of rural 
communities - delivering inpatient and outpatient services, as well as 24-hour emergency 
care. CAHs make it possible for individuals living with complex medical needs to remain in 
their communities without travelling long distances to receive the care they require. 
Currently, CAHs are reimbursed for 101% of reasonable costs to ensure they are able to 
maintain high quality care in communities with low patient volume and high proportions of 
Medicare and Medicaid patients. However, as we will describe in detail below, most in fact 
receive anywhere from 75 to 95 percent of the costs associated with Medicare and 
Medicaid Patients. 

One of the challenges our members consistently face is the lack of continuity in how 
allowable costs are interpreted by Medicare Audit Contractors (MACsJ. The lack of clarity is 
particularly burdensome for systems that have CAHs located in different regions, and thus 
reviewed by different MACs, or when a new MAC begins reviewing the CAH. Currently, 
regulations are interpreted differently in each region with regards to allowable cost for 
CAHs - what may be allowed in one area is not allowed in another. Additionally, when a 
new MAC takes over a region, CAHs may suddenly be informed that a cost that was covered 
for years will not be moving forward. A uniform, nation-wide definition of allowable costs 
is needed to create consistency across the country. 

Our members have identified several examples of the most common discrepancies they 
encounter; 

Emergency Room Physician Availability Cost- Some auditors have disallowed 
emergency room physician availability costs over a disagi'eement with the submitted 
time study methodology or an absence of a written allocation agreement. In addition, 
certain MACs do not follow Provider Reimbursement Manual guidance to calculate 
allowable co.sts. 

Certified Registered Nurse Anesthetist; Several CAHs have recently experienced 
certain auditors disallowing CRNA standby time, while different auditors always 
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allowed the expense. This is a huge expense for CAHs, and the limit may result in an 
end of OB coverage for districts, which are often an hour from another hospital. 

Provider Fees/Taxes: For years, Provider taxes have been imposed by states on 
health care services such as a tax on inpatient hospital services or nursing facility 
beds. CMS has given MACs the authority to evaluate each state's provider taxes on 
an individual basis to detennine if they are allowable. In recent years, some MACs 
determined that either all or part of this reimbursement is not allowed, this has 
resulted in several CAHs receiving notices that the recent audit has found tliat they 
were overpaid for this cost, in some cases very large sums from up to six years prior. 

Thank you for providing us with the opportunity to express our concerns with the Ways 
and Means Committee, We are committed to the communities we serve, and we hope to 
continue this discussion with you and your staff to ensure that CAHs are able to maintain 
their services and guarantee high quality care to beneficiaries living in rural communities. 
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The Honorable Ke\'in Brady 
Chair 

Subcommittee on Health 
Committee on Ways *md Means 
United Slates House of Representatives 
Representatives 
Washington, DC 20515 


The Honorable Jim McDermott, MD 
Hanking Member 
Subcommittee on Health 
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Washington. DC 20515 


August 5, 2015 

Statement for the hearing record: Hearing with the Medicare Payment 
Advisory Commission to discuss hospital payment issues, rural health 
issues, and beneficiary access to care 

Submitted electronically to: wa>'sandmean.s.submissions((/ mail.housc.gov 
Dear Chainnan Brady and Rep. McDermott: 

On behalf of America’s Essential Hospitals and its more than 250 member 
hospitals and health .systom.s, I thank you for the op|>ortunily to pi-ovide our 
tlioiights regarding the July 22, 2015, hearing on Medicare hospital payment 
issues. Our member hospital .sj'stems are united by a ctimmilmeni to serve all 
patients, including the most \iilnenible, with the best health care possible. 
Essential hospitals are also primary providers of essential conununity services 
that touch all people, including trauma and burn care, disaster respon.se, public 
health, preventive .services, and medical education. 

Our comments are on four specific areas: Medicare disproportionate share 
hospital (DSH) payments, the Hospital Readmissions Reduction ProgiTim 
(H RRP), Medicare indirect medical education (IME) pa>'ments, and issues 
related to Medicare payment for short inpatient stays. 
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Medicare DSH 

To maintain their financial stability, members of America’s Essential Hospitals 
rely on a patchwork of federal, state, and local support, including Medicare DSH 
payments. Because our hospitals on average operate at a loss— an average 
negative 3.2 percent operating margin in 2013— scaling back any 
component of that support severely challenges essential hospitals’ ability to 
serve their communities. 

Section 3133 of the Affordable Care Act (ACA) cut Medicare DSH ftinding by 
$22 billion ft-om fiscal years 2014 to 20iy. While DSH ho.spitals continue to 
receive 25 percent of their Medicare DSH payments as a pcr-dischargc 
adjustment, the remaining 75 percent is decreased to reflect the change in the 
national uninsurance rate and distributed based on uncompensated care 
burden. This change was intended to better incorporate uncompensated care 
into the Medicare DSH formula to better target support at hospitals with the 
greatest need. America's Essential Hospitals has long supported this approach 
and continues to work with the Centers for Medicare & Medicaid Scrv'iccs 
(CMS) to ensure the targeting is conducted in a fair and accurate manner. 

But we arc concerned about the sustainability of continued reductions to the 
aggregate uncompensated care-based DSH payments that are occurring as 
coverage continues to expand and the national uninsurance rate falls. We urge 
the committee to evaluate the appropriateness of continuing these Medicare 
DSH cuts in light of the following points. 

The aggregate amount of uncompensated care payments CMS has proposed for 
fiscal year (FY) 2016— $6.4 billion— incorporates a nearly 30 percent reduction 
from FT 2013 levels. I’his amount will continue to decline with the national 
uninsurance rate. Hospitals in states that have not expanded Medicaid arc not 
experiencing the drop in uncompensated care that hospitiils in expansion states 
have seen. The cuts have even challenged essential hospitals in expansion states 
because of continuing high levels of uncompensated care and the vulnerable 
people they sen'e. 

Further, the CMS's current Medicare DSH methodology relies on an imprecise 
measure of hospital uncompensated care. Under the methodolog>', CMS 
determines a hospital’s qualifying uncompensated care burden by estimating the 
hospital’s percentage of the total uncompensated care costs incurred by all DSH 
hospitals. To date. CMS has concluded that due to shortcomings of the Medicare 
cost report S-IO worksheet, it must deviate from the common definition of 
uncompensated care and instead use a proxy to estimate hospital 
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unconi|>ensated care costs. CMS notes the pro-w is an interim measure and 
propo.ses to continue to monitor alternative proxies and data sources. 

Given the substantial negative impact of the Medicare DSH cuts on 
essential hospitals— in both expansion and non-expansion states — and the 
shortcomings in data needed to accurately calculate uncompensated care, 
America’s Essential Hospitals would support thoughtfully crafted legislation 
to stop further aggregate cuts to Medicare DSH. Since the hearing on July 22, 
Rep. Kenny Marchant introduced legislation changing the ACA's Medicare DSH 
cut policy by directing new funding to hospitals in states that have not expanded 
Medicaid under the Affordable Care Act. America's ILssential Hospitals is 
currently analyzing the impact of this legislation and will provide feedback to the 
committee at a future time. 

Medicare HRRP 

Section 3025 of the ACA mandated the creation of the Medicare HRRP. The 
program was designed to give hospitals a financial incentive to reduce avoidable 
readmissions. While we agree with the general intent of the program, the 
cuiTent readmissions measures do not accurately reflect quality of care because 
they do not account for patients’ complex social and economic circumstances 
that exist outside a hospital's control and drive rcadmissions. As the Medicare 
Payment Advisory Commission (MedPAC) noted in its written testimony: 
“Hospitals’ readmi.ssion rates and penalties are positively correlated with their 
low-income patient share." 

Because the HRRP fails to adjust for sociodcmographic factors that lead to 
rcadmissions, many essential hospitals will suffer penalties unrelated to the 
actual quality of the care they provide. This reduction in funding will create a 
vicious cycle, making it even more difficult for hospitals to help patients 
overcome disadvantages and, in turn, further increasing rcadmissions. As noted 
above, most essential hospitals operate on narrow or negative margins and 
cannot absorb additional funding cuts. HRRP penalties could force some 
hospitals to make difficult decisions regarding the services they proride, the 
people they employ, and their reinvestments in the community. 

America’s Essential Hospitals supports legislation drafted by Rep. Jim 
Rcnacci: H.R. 134.3, Establishing Beneficiary Equity in the Hospital 
Rcadmission Program Act. H.R. 1343 would mitigate the unequal treatment of 
hospitals in a hvo-stage approach. First, for fiscal years 2016 and 2017, the bill 
would require CMS to make a risk adjustment that accounts for both a hospital’s 
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proportion of inpatients who arc ftill-benefit, dually eligible individuals; and the 
socioeconomic status of the patients a hospital serves. Second, for fiscal years 
after 2017, the bill would require CMS to risk adjust the readmission measures 
based on findings from the Improving Medicare Post-Acute Care 
Transformation Act of 2014, and also require MedPAC to report on the 
appropriateness of the program's .30-day threshold for readmissions. 

America’s Essential Hospitals remains open to solutions other those in H.R. 

1343 to limit the negative impact HRRP has on essential hospitals and their 
vulnerable patients. 

Medicare IME 

Members of America's E.ssential Hospitals commit to training the nation’s future 
health care workforce. In fiscal year 2013, our more than 250 member 
hospitals trained, on average. 254 physicians per hospital, which is 14 times 
as many as the average number trained at other U.S. teaching hospitals. 

Graduate medical education (GME) payments cover the direct cost of physician 
training. Medicare IME pajments arc designed to cover the indirect higher costs 
of operating a teaching hospital. The Balanced Budget Act of 1997 capped the 
number of residency slots for which Medicare can reimburse teaching hospitals. 
Thc.se caps, based on training levels when Congress passed the 1997 law, arc 
long outdated and have not increased with training needs. Nevertheless, to 
further their missions and despite financial stress, many essential hospitals 
train above their Medicare caps. The funding shortfall for each resident 
trained beyond a hospital’s cap creates additional financial strain on essential 
hospitals. 

America’s Essential Hospitals would support legislation to remedy the 
ongoing problem presented by an inadequate number of physician 
residency slots funded by GME, particularly for public and nonprofit 
teaching hospitals. Since the hearing on .luly 22, Chairman Brady introduced 
legislation that would substantially change the fonnula by which Medicare 
distributes fiinds for IME. America’s Essential Hospitals is analyzing the 
legislation and looks forward to discussing this important issue further with the 
committee. 

Medicare Short Slay Policy 

In its FY 2014 inpatient prospective pavTiient rule, CMS first announced the 
“two-midnight” policy. But in response to concerns raised by providers and 
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Congress, the agenc\' put in place am enforcement ban on parts of the regulation 
and has repeatedly extended the ban. Most recently, CMS e.xtended the ban until 
September .30, 2015, based on a requirement in the Medicare and CHIP 
Reauthorization Act of 2015. The repeated extension of the enforcement ban 
indicates that the agency, hospitals, and other stakeholders are not 
prepared to implement the two-midnight policy. America’s Essential 
Hospitals supports further extending this ban until appropriate changes to 
the two-midnight policy arc enacted. 

In CMS’ Outpatient Prospective Payment System proposed rule, the agency 
responded to stakeholders’ concerns about the impact of the policy on clinicians’ 
judgment by proposing to revise its short stay policy. This proposal would allow 
lor Medicare reimbursement for short inpatient stays in cases where the 
admitting physician believes the inpatient admission is medically necessary. We 
believe that this is a step in the right direction, as ultimately only a 
physician can decide which setting of care is most appropriate for a patient. 
This proposed change, in conjunction with measures to limit RACs' ability 
to overturn admission decisions made by physicians, arc important steps in 
addressing concerns about the impact of the policy on hospitals and their 
ability to provide an appropriate level of care to patients. 

Since the hearing, Chairman Brady introduced the “Medicare Crosswalk 
Hospital Code Development Act.” America’s Essential Hospitals is analyzing the 
legislation and looks forxvard to providing feedback to the committee. 

Thank you again for the opportunity to comment on these important payment 
policies. We look forward to proriding more feedback regarding recently 
introduced legislation in several of these areas. 

Sincerely, 

/s/ 

Bruce Siegel, MD, MPH 
President and CEO 
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August 6. 2015 


t'rtngressman Kevin Urady 
C'hairniun 

House Ways & Means Subcommittee on 
Health 

1 102 Longworlh House OlHlec Building 
Washington, DC 205 1 5 


Congressman Jim McDermott 
Ranking Member 

House Wavs & Means Subcommittee on 
Health 

1 106 l.ongworth House Office Building 
Washington. DC 20515 


KK; Statement for the KeenrtI of the Suheomraittee Hearing on Rural Health Care 
Disparities Created by Medicare Regulation 

Dear Chairman Brady and Ranking Member McDermott; 


(In behalf of the Kaweah Delta Health Care DistrieL we are pleased to offer this statement for 
the record of your recent hearing. We believe our location, catchment area, and our newly 
.Accreditation Council for Graduate Medical Lducation ( ACOMK) accredited GMC program, 
provide us with a unique perspective on rural health. 

As you may already be aware. Kaweah Delta is located in Visalia. California, in the hean of the 
largely rural and agricultural Central Valley. We serve a pvipulation of over half a million people 
that spans 41 zip codes surrounding our main hospital campus. Although our main campus is 
located within the city limits of Visalia, over fifty percent of the population we serve resides in 
rumi areas of I ulare County. As a result, our medical team focuses on a unique group of both 
rural and urban patient needs at all times of the year. We are currently designated as a Level 3 
trauma center and are evaluating a move to upgrade our trauma capabilities to an ACS Level 2 
trauma center, which will bring many additional patients trom around the Central Valley region 
of Ciilifomia. 


While our GMK program is just beginning, we have made sev eral observations during our 
implementation that we would like to bring to the Committee's atlcnlion. Since our accreditation 
in 201 1. we have established a I'amily Medicine program, an tmergeney Medicine program, and 
a Psychiatry Residency program. Wc arc also beginning our first class for the fransitional Year 
program and our General Surgery program. 


Below you will find our observations on rural health and GMH. If you would like additional 
clarification or comment on any of these responses, please contact me at (55d) 624-23 .’0 or 
Imunn « kdhcd.ore . You may also contact Lynn Jacquez who is our representative in 
Woshingtuij , D.C, .it (21)2) 465--1t)00 or liueuiie/ trei-l. ikc com. 

SinccrelJ. I 

Ma 




hduard Mirsch. MI) 

VP, Chief Medical OHicer 
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I ) The I'.S. has an abundance uf medical schuul gradualcs but not enough residency 
positions. 

Because of residency graduates (who arc usually in the time of their lives to get 
married, have children and settle down) stay within 50 miles of w here they completed 
their residency training, it is important to locate the training where the patients need 
them. 


2) Kural medicine should be synonymous with a wider scope of practice. In essence, it 
is the opposite of a specialist. 

What is considered a specialist’s procedure in Chicago (ic vasectomy) is well within the 
scope of a primary care physician in Visalia. California, fhc current model, designed 
around tertiary care training, breeds this narrower subspecialist mentality and reduces 
access to cure. One dues not need a urologist to perform a vu.sectomy but one will if the 
Family Medicine physician is not properly trained. Family Medieinc as a specially gels 
weaker because of this movement of speeiuli^cd training in terliury cure centers. 

3) In order In achieve any semblance uf adetjualc reimbursement for patient serv ice.s, 
Kaweah essentiallv must partner with the local Fcderallv Qualified Health Center 
(FQHC). 

The clinic is located ne.\l to the hospital and although the catchment urea uf the hospital 
is rural, the zipcode ofthe clinic is not. Fhere is a new llcaltli Resources and Services 
.\dminislralion (URSA) waiver process iltal would allow for reimbursement through the 
FQIIC that we think may help. However, pairing with a local FQllC docs not always 
achieve the same goals and objectives or ACCiMF. requirements as the residency paigram 
and is a contractual nightmare and an issue with which institutions across the country 
struggle. 

4) There are few federal rc.vources available for developing a new GMF program. 

Most grants have statutes stipulating prior .\C(>MF accreditation is already 
awarded. 

Fhe current system forces institutions like ours to incur signitlcant startup costs lor 
programs. Raweah believes that the current system tends to benefit existing GMF 
programs dl the expense of new ones. Therefore, we would support the creation of a 
OME transformalion fund that would be specifically dedicated to developing and 
evaluating innovative (iMF. programs, 
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5) The existence nf K»»eah's (iMF) program has already helped the hospital to recruit 
and retain highly vested, systems-hased focused physicians. 

These physicians practice here bccau.se they want lo train residents. Doctors that would 
othcnsisc wish to practice in other areas oTthe C ountry where reimburseincni rates are 
higher, are attracted lo the opportunity lo leach residents. As a result, access lo care is 
improved e\cn hel'orc one resident graduates I'nmi a program. However, it is well known 
that physicians who train residents at academic centers do not get reimbursed as well as 
those who work in llic private sector. This lower reimbursement, coupled with Kaweah’s 
atlditional rural status recruitment challenge essentially mundales stronger Tmancial 
support oTlhe education cTforls oTphysicians than the tertiary care centers in order lo 
keep reimbursement within fair market value and lo meet the health care needs oTr)ur 
patients 


()) Kawcah is fortunate lo control a few rural health clinics (KHCs) in the area. In our 
efiorts to build GMK and potentially begin internal medicine, neurology and 
OB/(iyn residency programs, we w ill need to recruit many specialists to the area (ie 
- endoerinology, gy necology /oncology ). 

These suhspeeialties arc highly needed Tor our patient population. It would be doubly 
benelicial iTwe could add these specialists, who will work clinically with re.sidcnts at the 
RHCs. to the hospital's call panel to pros ide access lo care in the specially, In making 
this change, a hospital could maximally support the specialists required Tor creating a 
residency program in the RIIC while adding lo the call coverage cxipabililies of the 
institution We are aware that RIIC services must be primarily primary care. It would be 
beneficial to create programs that support the location of specialists in the RHCs and lo 
reward the coordination of the delivery of specialty care vvilh the Uical l- QI 1C rather than 
foster competition between the Rl IC.s and the TQ 1 1C over primary care, 

In order to satisfy their specialty needs, the TtJHC is then forced lo scrounge (ollen times 
unsuccessfully) Tor sparsely available specially referrals in faraway locations ( Bakerslield 
and I resno) rather than in their own backyard at Kawcah. Tvemually the patient who 
never gets the referral, or who needs lo wail months and months for the referral, bccomcj 
so ill that they visit our Rmergcney Department because they had nowhere else lo turn. 
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How to Improve Rural Health Care Disparities through Changes in Federal Telehealih 

Policy 

Submtned to: 

House Ways and Means Subcommiltee on Health 
Hearing on Rural Heallh Care Disparities Created by Medicare Regulations 

The Honorable Kevin Brady, Chairman 
The Honorable Jim McDermott, Ranking Member 

July 28,2015 


Mayo Clinic Contacts: 

Katlilecn Harrington 

Chair, Division of Ciovcmmenl Relations 

200 First Street. SW 

Rochester. MN 55905 

(507) 266-4812 

(507)538-4583 (fax) 

harrington.kallilecn2<<i:mavo.cdu 


Jennifer Mallard 

Director, Federal Government Relations 
1455 Pennsylvania Ave.. NW, Suite 400 
Washington, DC 2(8)04 
(202) 327-5424 
(507) 538-4583 (fax) 
mallard.ienniferiif mavo.edu 


Tliank you for the opportunity to share our recommendations with respect to improving niral 
heallh care disparities created by Medicare regulations. While tliere are many issues impacting 
rural health care disparities. I am writing to specifically address how the advancement of 
telehealth through changes in federal policy can expand the reach of medicine and knowledge, 
save health care costs and, most importantly, improve outcomes and reduce health disparities for 
patients located in rural communities. 


As part of the largest integrated, not-for-profit medical group practice in the world, Mayo Clinic 
physicians see great potential to improve heallh and health outcomes for people in rural 
communilies through greater u.se of telehealth services. In addition, because our physicians see 
patients from all 50 states each year, Mayo is acutely aware olThe harriers that exist at botlt the 
federal and stale levels that inhibit the delivery of medical services through “connected care." 
our term for the spectrum of telehealth platforms. Indeed, I write in my capacity as the Medical 
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Written Submission of Mayo Clinic 
July 28. 2015 

Director of Mayo Clinic's Center for Connected Care. Mayo uses connected care in many 
aspects of our practice from sa\ ing lives tvith our Iclestroke program, to enabling video 
consultations in skilled nursing facilities, to monitoring intensive care patients at rural facilities 
and across stale borders, to sharing our knowledge with physicians across the country through 
eConsults and our AskMayoExpcrl program. In all of these situations, we have observed that 
connected care improves access, service and affordability for our patients. 

Below are five policy priorities that will help advance the delivery of telehealth and work to 
reduce health disparities in all parts of the country, and most critically in our rural communities. 

I. Promote telchealih delivery to improve access to critical care in rural areas 

Mayo's initiative in tclcstrokc diagnosis has shown great promise in improving patient outcomes 
and reducing health care costs. Researchers have found that using lelehcalth to deliver stroke 
care, also known as telestroke, not only improves patient outeomes, but is cost-effective for 
health care payers. 

In tclestroke care, the use of a secure, higli definition telcstroke monitor allow s a patient 
presenting with symptoms of a stroke to be examined in real lime by a neurology specialist from 
a remote location. The neurologist consults via computer with the emergency room physician at 
the patient's site, which like most riuul hospitals, may not have neurology specialists. Mayo 
provides telcstroke care by acting as a single source of specialized care - a hub - to connect a 
network of multiple hospitals - spokes. Many of these “spokes" are Critical Access Hospital 
sites that do not have the patient volumes or the financial resources to offer 24-hour access to 
specialized critical care. 

A Mayo study estimated that compared with no network, a modeled iclestroke system consisting 
of a single hub and seven spoke hospitals may result in the appropriate use of more clot-busting 
drugs, more catheter-based inten entional procedures and other stroke therapies, with more 
stroke patients discharged home independently. Despite upfront and maintenance expenses, the 
entire network of hospitals realizes a greater total cost savings. 

When comparing a rurally located patient receiving routine stroke care at a community hospital, 
a patient treated in the context of a Iclestroke network incurred .$ 1 ,436 fewer costs. The 
improvement in outcomes is associated with reduced resource use (such as inpatient 
rehabilitation, nursing homes, and caregiver time). Mayo Clinic Telestroke maintains hubs in 
Arizona. Florida, and Minnesota, and serves more than 20 health care institutions in seven states. 
W'e estimate that in Arizona alone tclestroke sen ices have saved more than 70 quality years of 
human life and S5 million societal dollars since 2008, The Mayo study showed that expansion of 
lelesiroke networks across the country can improve patient-related outcomes and quality while 
saving overall costs, including Medicare and Medicaid funds. 

Enhanced critical care remote monitoring is another e.xample of an innovative delivery system 
that would improve outcomes and save health care costs if difl'used more broadly. To illustrate, 
ICU (intensive care unit) patients in Eau Claire and La Crosse, Wisconsin, arc monitored 24 
hours a day, seven days a week by critical care specialists located in Rochester, Minnesota, 
utilizing Mayo connected care systems. Through constant surveillance, and by providing the care 
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learns with timely patient information, E-ICUs have been associated with a 55 percent reduction 
in ICU mortality and a 40 percent reduction in clinical complications. 

We encourage Congress to direct the Centers for Medicare iS: Medicaid Services (CMS) to take 
advantage of this innovative care delivery by e.\ploring allemalivc payment methods to more 
widely e.xpand adoption of these uses of telehcalth. Wc would be happy to provide greater detail 
on both the lelestroke and t-ICU initiatives to tlie committee. 

2. Lin geographic and originating site restrictions 

The advantages of connected care services are not only applicable when the patient is distant or 
in a very remote location, but also because they can be in touch more often with more 
appropriate, logistically simpler methodologies than the traditional face-tu-i'acc encounter. 

The CMS requirement that telehcalth consults he confined to authorized originating sites, such as 
hospitals and clinics, prevents home hound residents from receiving quality home monitoring. 
While travel lime and distance can be important factors, there are many patients in both urban 
and rural settings whose limited mobility makes it equally problematic to travel from home to a 
clinic. A patient may live in a rural area; however, the closest originating site may be in the 
hospital located in the nearest small city with a population of 50.000. making the visit ineligible 
for teleheallh coverage. Medicare telehealth restrictions do not recognize the advances in 
technology, cost savings and patient demand for remote health care delivery -especially in our 
rural communities. 

While CMS recently e.vpanded coverage slightly to include rural census tracts within a 
Metropolitan -Statistical Area (MSA), we encourage Congress to direct CMS to remove all 
geographic and originating site limitations, and follow the lead taken by most state Medicaid 
programs, which have lifted these arbitraiy geographic and originating site restrictions enabling 
Medicare patients to receive connected care services regardless of location. 

Expand coverage for store-and-fonvard or asynchronous communications 

The use of secure, asynchronous (also referred to as slore-and- forward) exchange of medical 
information elTectively and economically uses teleheallh technology to improve patient access 
and quality of care. In our outpatient clinic settings, we use this teclmology with our eConsulls 
program, both within the Mayo system and with outside health organizations. This enables 
compliant provider-to-provider exchange of clinical information to allow subspecialty 
consultations to help guide diagnosis and management of more complex cases through a review 
of the patient’s medical record, imaging .studies and laboratory tests without the patient having to 
schedule an appointment lime or go to a specific location. This saves time and the cost of 
scheduling visits, and improves access for other patients that require facc-lo-facc encounters by 
freeing up capacity where a face-to-face visit w'as not warranted. Additionally, for some patients, 
this maximizes the care they can receive in their rural primary healtli care market and increases 
patient access to expert consultation that otherwise may be foregone if they were unable to afford 
additional time away or experience travel barriers to more distant facilities. Not only does this 
help alleviate the physician shortage in rural areas, it also saves the regional providers the costs 
and salary of hiring dedicated sub-specialists. 


- 3 - 
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4. Expand cuvera|>e fur patient home monitoring 

A recent Mayo randomized study, pubitshed in Telemedicine and E-tteiillh. of more than 200 
patients who received either additional home telcheulth monitoring or the usual medical care, 
found that those receiving care via telemedicine had less variability in cost of care, lower 
deccdcnts-to-sur\ Ivors cost ratio, and lower total 30-day readmission cost than patients receiving 
traditional medical care.' 

5. Collaborate through medical licensure compacts 

The patchwork of slate-by-stale medical licensing rules presents a costly and time-consuming 
administrative barrier to connected care services expansion both within health systems that span 
stale lines, as well as with providers in other health systems. Presently, in order to prov ide 
medical advice via telchealih services, providers must be licensed in the slate where the patient 
resides. While a national licensure system has been part of the w idespread policy debate, the 
adoption of the state-by-sUtle Medical Licensure Compact (currently adopted by 1 1 stales) 
promises to be a significant improvement. In rural communities on or near state borders, a 
provider in a neighboring state may be more proximate to a patient than the nearest prov ider of 
the same type in their home stale. 

Conclusion 

As advances in technology and consumer demand for telchealih options grow, government 
policies must keep pace with these technological and societal changes. This is imponant because 
we have seen firsthand at Mayo Clinic that Iclehcalth provides great benefits, including greater 
convenience for patients and their families, safer care, belter outcomes, fewer redundancies, and 
ultimately higher quality and cost savings for patients, providers and payers, including the 
Medicare and Meditnid programs. Moreover, government policies should ensure patient access 
to telchealih by encouraging physician-lo-physieian consultations and physician-to-palient 
scrv ices that are integrated into various care settings (clinics, hospitals, nursing homes, home 
health agencies, etc.). A patient’s health care needs are not defined by where they live or where 
they receive health care; thus, telehcalth solutions enable patients and providers access to clinical 
expertise and care alongside the local and regional health care organization, olTcring wider sub- 
specialty care, convenience and fewer costs for the patient and his/her family. In the end, Mayo 
Clinic believes this will help address some of our disparities in the provision of health care 
serv ices. 

Thank you for the opportunity to address how advancing telehealth services through changes in 
federal health policy can improve health care disparities in our rural communities. If you have 
any additional questions or would like to have more information, please reach out to Kathleen 
Harrington at 507-266-4812 or harrineton.kuthleen2(it)m a vo.edu or Jennifer Mallard at 202-621- 
1 850 or mallard.iennifcn'u'mavo.cdu . 


' Upatising Benjavan. Wood Douglas L.. Kremers Walter K., Christ Shaion L,. Vih Y ucltvvcm. iiatisoit Ciregory J. 
and Tokahashi Paul Y.. Telemedicine and e-llc*ullh. January 2015. 21(1): 3-8. Doi:l0.l(t89/lmi.20l4.0()21, 
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Ihe National Association of Chain Drug Stores (NAC'US) thanks Chairman Urady and the 
members of the Subcommittee on Health for the opportunity to submit the following statement 
for the record regarding rural health care disparities created by Medicare regulations. NACDS 
and the chain phannacy industry are committed to partnering with Congress, HHS. patients, and 
other health care providers to improve the quality and affordability of health care services. 

NACDS represents traditional drug stores and supermarkets and mass merchants with 
pharmacies. Chains operate more than 40,000 pharmacies, and NACDS' chain member 
companies include regional chains, with a minimum of tour stores, and national companies. 
Chains employ more than 3.2 million individuals, including 170,000 pharmacists. They fill 
over 2.9 billion prescriptions yearly, and help patients use medicines correctly and safely, 
while offering innovative serv ices that improve patient healih and health care affordability. 
NACDS members also include more Ilian 850 supplier partners and over 60 international 
members representing 22 countries. For more information, visit www.NACDS.urg . 

The national physician shortage coupled with the continued expansion of healih insurance 
coverage will have serious implications for the nation’s healih care system. Access, quality, 
cost, and cfllciency in health care are all critical factors - especially to Ihe medically 
underserved and those living in rural areas. Currently, the Medicare statute does nut 
recognize pharmacists as a provider in the Medicare program. I3y recognizing and utilizing 
pharmacists. Medicare can fill the health care gaps currently experienced in the rural setting 
and help ensure access to requisite healih care services for this vulnerable population. 
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As the face of neighborhood health care, community pharmacies and pharmacists provide 
access to prescription medications and over-the-counter products, as well as cost-eflective 
heoltlt sen'ices such as immunizations and disca.se screenings. Retail pharmacies are often 
the most readily accessible health care provider. Nearly all Americans (94%) live within five 
miles of a community retail pharmacy. Recognition of pharmacists as providers under 
Medicare Part U w'ould help to provide valuable and convenient pharmacist services to 
millions of Americans, and most importantly, to lltose who are already medically 
undersert ed or reside in rural areas. Access to these types of services is especially vital for 
Medicare beneficiaries as nearly two-thirds are suffering from multiple chronic conditions. 
Through personal interactions with patients, face-to-face consultations and convenient access 
lo preventive care services, local pharmacists are helping to shape the health care delivery 
system of tomorrow — -in partnership with doctors, nurses, and others. 

Retail community pharmacists provide high quality, cost elTicienl care and services. 
However, the lack of pharmacist recognition as a provider in Medicare has limited the 
number and types of services pharmacists can provide, even though fully qualified to do so. 
For this reason, we support H.R. 592. the “Pharmacy and Medically Underserved Areas 
Enhancement Act,” which would allow Medicare Pan B to utilize pharmacists to their full 
capability by providing mcdically-underservcd beneficiaries with services not currently 
reaching them (subject to state scope of practice laws). 

The medically-underscrved population includes seniors with cultural or linguistic access 
barriers, residents of public housing, persons with HIV/AIDS, as well as rural populations 
and many others. Significant consideration should be given to innovative initiatives within 
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the medically-underserved poptilation to enhance health care capueily and strengthen 
community partnerships to offset pntvider shortages and the surge in individuals with health 
care coverage. It is especially important that underserved beneficiaries have continued 
access to a prtivider for follow up and to ask questions: ofientimes this is the community 
pharmacist. NACOS urges the adoption of policies and legislation that increase acce.ss to 
much-needed services for undcrsen'cd Americans, such as H.R. 592. litis important 
legislation would lead not only In reduced overall health care costs, but also to increased 
access to health care services and improved health care quality for underserved patients, 
including those living in a rural setting. 

Conclusion 

NACOS thanks the subcommittee for consideration of our comments. We look forward to 
working with policymakers and stakeholders on looking to find ways to improve care for 
Medicare patients who are underserved or live in rural areas. 
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The National Rural Health Association (NRHAl is pleased to provide the House Ways 
and Means Subcommittee on Health a statement regarding the significance of rural health care to 
patients and providers. 

NRHA is a national nonprofit membership organization with a diverse collection of 
.21.000 individuals and organizations who share a common interest in rural health. Tlie 
association’s mission is to improve the health of rural Americans and to provide leadership on 
rural health issues through advocacy, communications, education and research. 

.Access to quality, alTordablc health care is essential for the 62 million Americans living 
in rural and remote communities. Rural Americans are more likely to be older, sicker and poorer 
then their urban counterparts. Specifically, they are more likely to .sufi'er with a chronic di-sease 
that requires monitoring and follow up care, making convenient, local access to care necessary to 
ensuring patient compliance with the .services that are necessary to reduce the overall cost of care 
and improve the patients' outcomes and quality of life. Yet. many rural Americans live in areas 
with limited health care resources, restricting their available options for care, including primary 
care. 


Rural Medicare beneficiaries face a number of challenges when trying to access health 
care close to home. Seventy-seven percent of rural counties in the U.S. arc Primary Care Health 
Professional Shortage Areas while nine percent have no physicians at all. Rural seniors are 
forced to travel significant distances for care, especially specialty services. In an emergency, 
rural American travel twice as far as their urban counterparts to receive care. As a result, while 
20 percent of Americans live in rural areas, 60 percent of trauma deaths occur in rural America. 

Rural programs and designations, from the Physician Work (ieographic Practice Cost 
Index to Critical Access Hospitals, arc essential to increasing the capacity of the rural health care 
delivery system to ensure access for rural senior and make sure lliese rural safety net providers 
can fulfill that mission. NRHA urges the Committee to continue its strong support of these 
important programs. 

Rural Payment Provider Policies 

Congress has created several rural health payment provisions to improve access to carc in 
rural America. While these programs have been largely successful in maintaining access, 
continuation of these payments and rural health extenders is crucial. To provide these rural 
providers with certainly and the ability to engage in longer term planning, NRHA has long 
sought legislation to make the rural extenders permanent. But even with the existing program, 
the problem of access still remains. Rural Healthy People 201 0 highlighted access as the greatest 
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challenge in rural health. Unl'ortunately, even with the existing rural health programs, it remains 
the number one problem in the updated Rural Health People 2020. More must be done to ensure 
rural Americans have access to the health care resources necessary to allow them to lead healthy 
lives. 


Rural health care delivery is challenging. Workforce shortages, older and poorer patient 
populations, geographic barriers, low patient volumes and high uninsured and under-insured 
populations arc just a lew of the barriers. Rural physicians and hospitals work around many of 
these barriers to provide high quality personalized care to their communities. Congress has 
address some of the payment related barriers by creating specific payment structures for certain 
rural providers to better address the unique patient populations and structural challenges laced by 
these small rural practices. 

Medicare and Medicaid - mtqor componeitts of rural health care - pay rural providers 
less than their urban counterparts. Medicare spends 2.3 percent less on rural bcncnciarics than il 
does on urban beneficiaries. Rural health care providers operate on very thin margins and many 
rural communities have severe medical workforce shortages. Yet, rural physicians, who put as 
much time, skill and intensity into their work as their urban counterparts, arc roimbtirsed at lower 
rales. 


Tliese congressionally established runil payment programs for hospitals and providers arc 
not 'bonus' or 'special' payments, but rather alternative. cost-elTective and targeted payment 
formulas that maintain access to care for millions of rural patients and financial stability for 
thousands of rural providers across the country. Without these programs, rural patients would be 
forced to travel further for more expensive care. Or worse, these rural Americans would forego 
essential care because they could not reach the necessary medical providers, resulting in poorer 
health, a lower quality of life, and more expensive care later. The existing rural payments help, 
but rural access remains a critical problem with potential life and death consequences for rural 
Americans. 

Hospital Closure Crisis 

Rural health care challenges arc well known - from accessing health core services to 
recruiting and retaining hetilth professionals. Rural communities depend on saTety net providers 
such as Critical Access Hospitals, Community Health Centers, Rural Health Clinics and 
Federally Qualified Health Centers. 

But these important rural access points arc facing a closure crisis. Fifiy-five rural 
hospitals have closed since 2010; 283 more are on the brink ofclosure. Since the start of 2013, 
more rural hospitals have closed than in the previous 10 years — combined. Tliese closures are a 
part of a larger trend according to the Cecil C. Sheps Center for I lealth Services Research at the 
University of North Carolimu and their numbers show the rate is escalating. Continued cuts in 
hospital reimbursements have taken their toll, forcing far too many closures and leaving many of 
our nation's most vulnerable populations without timely access to care. 

If Congress allows these 283 rural hospitals on the brink to close, then 700.000 patients 
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would lose direct access to care. Already 640 counties across Ute country are without quick 
access to an acute-care hospital. .Seventy-seven percent of the nation’s 2,(141 rural counties are 
Health Professional .Shortage Areas. More than 40 percent of rural patients have to travel 20 or 
more miles to receive specialty care, compared to 3 percent of metropolitan patients. 

A rural hospital closing doesn't just hurt patients; it hurts the rural economy as well. In 
rural America, the hospital is often one of the largest employers in the community. Health care 
in rural areas can represent up to 20 percent of the community's employment and income. The 
average CAM creates 195 jobs and generates $8.4 million in payroll annually. If a rural 
provider is forced to close their door the community erodes. If we allow the 283 rural hospitals 
that are on the brink to close: 36,00(1 direct rural health care jobs will be lo.su 50,000 rural 
community jobs will be lost; and rural economies would lake a SI0.6 billion loss. When a rural 
hospital closes, leaving a community without local access to health care, the community 
quickly begins to die. 

From 1990 to 1999, 208 rural hospitals closed and rural Americans lost access to health 
cure. These hospitals struggled to maintain financial stability under the urban-centric Medicare 
Prospective Payment Sy.stem beettuse of their small size and unpredictable patient mix. Congress 
enacted the Medicare Rural Hospital Flexibility Program as part of the Balance Budget Act 
(BBA) of 1997, creating the Critical Access Hospital (CAH) designation. This designation was 
designed to prevent hospital closures by allowing CMS payments to more accurately refleet the 
realities of providing care in rural America. The CAH payment structure allow s for more 
flexible stalTmg options relative to community need, simplifying billing procedures and creating 
incentives to develop local integrated health delivery systems, including acute, primary, 
emergency and long-term care. 

Congress created unique payment structures for certain rural providers to enable them to 
keep their doors open and to allow them to continue to serve their communities by providing 
access to high quality health care. 

Rural Hospitals provide cost-effective primary care. It is 2.5 percent less expensive to 
provide identical Medicare serv ices in a rural setting than in an urban or suburban setting. This 
focus on primary care, as opposed to specialty care, saves Medicare $1.5 billion per year. Quality 
performance measurements in niral areas are on par if not superior to urban facilities. 

NRH A asks members of the Committee to consider the impact of access to care for rural 
Americans when necessary safely net providers close. Fifty live rural hospitals have already 
closed, and 283 are on the brink of closure. NRIIA is calling on members ofCongress to 
stabilize the rural hospital closures. Rural health care delivery is challenging. Workforce 
shortages, older and poorer patient populations, geographic barriers, low patient volumes and 
high uninsured and under-insured populations arc just a few of the barriers. NRHA understands 
the need for an innovation model for rural hospitals who continue to struggle, while ensuring 
access to emergency care and outpatient care that meets the needs of their unique rural 
communities. 
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Regulatory Relief Needed 

NRHA calls on regulatory relief to help the Medicare beneficiaries in rural America. Tire 
elimination oftheCAH 96 Hour Condition of Payment, the rebase of supervision rci|uircnienl,s 
for outpatient therapy services at CAI Is and rural PPS facilities, and modification to the 2- 
Midnight Rule and RAC audit and appeals process would help relieve burdens placed unfairly on 
these small, rural hospitals and providers. 

NRHA calls for tire elimination of the 96 hour Condition of Payment requirement that 
physicians at CAHs certify, at the time of admission that a Medicare patient will not be at the 
facility for more than 96 hours. From the creation oftheCAH designation until late 2013 an 
annual average of 96 hour stays allowed C AHs flexibility within the regulatory framework set up 
for the designation. The new policy of strict enforcement of a per stay 96 hour cap creates 
unnecessary red-tape and barriers for CAHs throughout rural America; and eliminates important 
Ilexibility to allow general surgical services well suited for these high quality local providers. 

The 96-hour rule is counter to the clear congressional intent to provide CAHs greater 
Ilexibility, evident in the 1999 modification of the 96 hour condition of participation from a hard 
96 hour cap to a flexible annual average. The sudden imposition of the condition of payment is 
unnecessary and limits access to health care in rural areas and disallows rural providers to focus 
on caring for their patients. This regulation interferes with the best judgment of physicians and 
other health care providers, placing them in a position where high quality and qualified local 
providers cannot provide care for their patients. As a result, patients have had to seek care far 
from home. Additionally, since it is 2.S percent less expensive to provide identical Medicare 
services in a rural setting than in an urban or suburban setting, such a transfer results in greater 
Medic.ire expenditures. Removing the 96-hour rule condition of payment would allow for rural 
patients to receive the cure they need in their local communities. 


The solution is legislation 

Twenty percent of Americans live on the 90 percent of America that is rural. For these 
Americans local access to care is essential, but there are substantial barriers and challenges 
involved in providing this care. The rural payment programs created by Congress address just 
some of these challenges and help protect the rural health cure safety net and provide critical 
access to health care for rural Americans. Rural physicians and hospitals generate billions of 
dollars for the local economy. Studies at the National Center for Rural Health Works at 
Oklahoma State University have found that one full-time rural primary' care physician generates 
about S 1 .5 million in revenue, and creates or helps create 23 jobs. Rural health care systems 
make huge economic contributions to their communities. Reducing rates for rural providers will 
force many facilities to olTer reduced services or even close their doors, furllter reducing access 
to care for rural Americans and transferring patients to more expensive urban providers. Rural 
hospital closures also devastate local economics. In the post, a closed hospital has meant as much 
as a 20 percent lo.ss of revenue in the local rural economy. 4 percent per capita drop in income, 
and a 2 percent increase in the local unemployment rate. 

Medicare payment policies are critical to the ability of our rural health care safety net and 
the ability for our health care providers to continue to provide quality care to rural American.s. 
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The development of permanent policies that address these issues is vital to the ongoing success 
and viability of the rural health care safety net. 

In the past, members of Congress have looked towards bipartisan rural legislation to 
address issues in the long-lcnn and provide rural providers w ith the certainty they need. We 
encourage the committee to look at the Save Rural I lospitals Act, introduced by Reps. Sam 
Graves (R-MG) and Dave l..oeb.sack (D-IAl as a guide for addressing all these issues in the long- 
term. 

The National Rural Health Association appreciates the opportunity to provide our 
recommendations to the Subcommittee. These programs are critical to the rural health delivery 
system and help maintain access to high quality care in rural communities. We greatly appreciate 
the support of the Subcommittee and look Ibrward to working w ith Members of die 
Subcommittee to continue making these important investments in rural health. 
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“Rural hospitals face huge challenges; nearly 50 of them have closed in the last four years, 
according to the North Carolina Rural Health Research Program. But the many successful 
hospitals, beyond providing an array of jobs from the bottom to the top of the economic 
ladder, also stimulate local spending and help attract new businesses that offer a stable of 

insured patients.” 

— New York Times, April 29, 201S' 

Tlic Rural Hospital Coalition would like to thank Chairman Kevin Brady (R-TX), Ranking 
Member Jim McDermott (D-WA), and other Members of the Health Subcommittee for holding a 
hearing on Medicare issues associated with rural health care. 

The Rural Hospital Coalition represents nearly onc-tifih of all rural hospitals in America, with 
nearly 200 facilities located across more than thirty states. Our hospitals are major economic 
drivers in rural communities, providing job.s, economic development and the health care needed 
to keep rural Americans thriving. In many mral communities, hospitals serve as one of, if not 
the, largest employers. Rural hospitals can account for a full 20% of the economic activity that a 
rural community sees in a year. A rural hospital is often a vital element in attracting outside 
inve.stment and new employers to a rural community. 

Rural hospitals frequently .serve as the sole provider of health care for their community. Tliey 
care for individuals who, on average, earn significantly less than those in urban areas and are 
more likely to live at or below the Federal poverty level. Rural Americans are more likely to 
have comprised overall health' and arc less likely to have private health insurance or prescription 
drug coverage. As a result, rural hospitals provide higher rales of uncompensated care than 
metropolitan facilities’. These hospitals also sec a greater share of patients on Medicaid than 
urban facilities’ - a program that has historically paid less for hospital serv ices than the actual 
costs associated with providing care.’ And while Medicare payments to rural hospitals are also 


' Searcey, Otonne. “Ilovpitab provide a pulaa in struggling rural lowns." New York Times, April 29, 2015. 

^ National Rural lloallli Attsoctation. WIioiV Diilcranf abmil Rural lleultli Care?. liun:.Vww \v .r umtlivaU hwcb.tirtt tfo/lelt/aboul- 
ruiul.licjiUIi \\h.vi.s.Jillcrcnl-ab,Mii.rur;il-liciitlh.ciirL'. Accessed December 29. 2013. 
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* Rural A&Ni.siaiice C'cnier, Whai are vornc cKnJIcHgcsthjtniral hobpiiaU jiU.onlmc.drg/tOjiiov'hOLspitiilvta^i, 

Januao 2014. 

' Arotfriciin Ikvipiial Asb>uciaikrfis OiK^erf^iymenl hy Mtfdictirn umt MtuficaitJ- Fact Sheet, December 20 10. 
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proportionally less than those paid to urban hospitals for the same services. Congress has 
initiated payment policies that help offset these and other challenges faced by rural hospitals - 
such as lower patient volumes and the recruitment and retention of physicians and other health 
care providers*^. 

The rural payment policies created by Congress have been critical to the preservation of health 
care services to rural Americans. This is why the Rural Hospital Coalition applauds Congress for 
extending several Medicare payment programs in the recent Medicare Access and CHIP 
Reaulhori/Jttion Act.’ We especially thunk Congress for extending the improved payment for 
low-volume hospitals and the Medieare dependent Hospital ("MDH") programs through 
October 1, 2017. 

Cuing forward, we urge Congress to strengthen these polices and make them permanent. 
Our hospitals need the certainty that comes with permanent Medicare payment supports. 
Together, the CBO e.stimates that these two programs will cost just S600 million per yetir in 2016 
and 2017. This year, these programs will amount to approximately 0.04% of net Medicare 
outlays. But while their financial impact is miniscule relative to total Medicare spending, these 
policies provide a much-needed lifeline to rural hospitals and the communities they serve. 

Improved Payment for Low-Volume Hospitals 

The improved payment for low-volume hospitals applies a percentage add-on for each Medicare 
discharge from a hospital that is located 15 road milc-s or more from another hospital®, and has 
less than 1.600 Medicare discharges during a fiscal year. This provision affords qualifying 
hospitals an enhanced payment to account for the higher incremental costs associated with a low 
volume of discharges, as compared to the lower incremental costs incurred per patient at higher 
volume hospitals. The enhanced payment is nut provided after a one-time qualification, but 
requires that a hospital provide sufficient evidence to demonstrate that it continually meets the 
discharges and distance requirements, ensuring that hospitals which do not consistently qualify 
for the payment are not unjustly enriched by a one-time qualifying di.scharge rate or distance 
measurement. 

Medicare Dependent Hospital Program 

The MDH program dates back to 1987. and was "intended to support small rural hospitals for 
which Medicare patients make up a significant percentage of inpatient days or discharges."" 
Congress applied this designation to rural hospitals with 100 beds or fewer, not classified as an 
SCH. and having at least 60% of inpatient days or discharges covered by Medicare. As noted by 
the Medicare Payment Advisory Commission ("MedPAC"). a greater dependence on Medicare 
makes such hospitals more llnancially vulnerable to the prospective payment system ("PPS"). 
The MDH designation mitigates this financial risk, providing an enhanced payment to account 
for reduced payments under PPS. Additionally,, the MDH designation provides small rural 
hospitals assurance that if its ca.seload falls by more than 5 percent due to circumstances beyond 


•id. 
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its control, the MDH will receive such payments as necessary to cover fi.\ed operating costs. 
Tliis designation allows many rural hospitals to keep their doors open. 

In addition to the two programs discussed above, the Rural Hospital Coalition also applauds 
Congress for extending ambulance add-on payments through January I, 2018. Rural hospitals 
depend on ambulance providers, who must deal with the challenges posed by lower patient 
volumes and longer travel di.slances that arc part of the nature of rural health care. Recognizing 
the increased costs faced by rural ambulance providers. Congress created an add-on for rural 
ambulance services in the Medicare Prescription Drug. Improvement, and Modernization Act. 
Today, the add-on amounls to 3 percent and helps ensure that rural Americans have access to 
emergency health .services when needed. 

Telemedicine 

We urge Congress to support innovations that will pemiil greater use of Iclehcallh in the vast 
rural and frontier areas we serve. The innovations occuiTing in the private marketplace should be 
permitted under Medicare. Medicare policies are limiting our ability to expand the u.se of these 
programs and urge Congress to pass legislation that permits physicians to use state-of-the-art 
technology to care and treat patients. 

Conclusion 

We hope that this testimony provides insight into the impact that these Medicare payment 
policies have on sustaining health care delivery in rural America. The attached chart outlines the 
five active Medicare payment policies that bolster rural hospitals, as well as the seven payment 
policies that have expired in recent years - a loss that is still fell by rural providers. 

Thank you and we look forward to working with all Members on these important issues. 
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RliralOHospital 

Coalition 

Medicare Payment Policies 

As providers of health care in America's rural communities, we have a special understanding of 
the adverse (mpact failure to pass these extenders would have on beneficiaries and the 
providers on which they depend. Below is a list of provisions that that have been addressed by 
Congress in the past 


Active Policies 


• Extension of improved payments for low-volume hospitals - Applies a percentage 
add-on for each Medicare discharge from a hospital more than 15 road miles from 
another like-kind hospital'" that has fewer than ^ ,600 Medicare discharges during the 
fiscal year. The estimated cost is approximately $400 million per year in 2016 and 2017 

- Expires: October 1. 2017. 

• Extension of Medicare Dependent Hospital Program - Extends the designation to 
rural hospitals with fewer than 100 beds, not classified as an SCH and having at least 
60% of inpatient days or discharges covered by Medicare. The estimated cost is 
approximately $200 million per year in 2016 and 2017 

- Expires: October 1, 2017. 

• Extension of ambulance add-ons - Implements a bonus payment for ground and air 
ambulance services in rural and other areas. The estimated cost is approximately S100 
million per year in 2016 and 2017 

- Expires: January 1, 2018. 

• Extension of exceptions process for Medicare therapy caps - Extended the process 
allowing exceptions to limitations on medically necessary therapy. The estimated cost is 
approximately $800 million and $600 million per year In 2016 and 2017 respectively. 

Expires: January 1, 2018. 

• Extension of the work geographic index floor under the Medicare physician fee 
schedule Applies a floor on geographic adjustments to the work portion of the fee 
schedule, with the effect of increasing practitioner fees in rural areas. The estimated 
cost is approximately $400 million per year In 2016 and 2017. 

o Expires: January 1, 2018. 


This applies only to 'subsection (d) hospitals' - Not inctuding psychiatric hospitals, rehabltilation hospilats. 
children's hospitals, hospitals with average Inpatient lengths of stay greater than 25 days, or cancer centers. 
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Expired Policies 

Extension of outpatient hold harmless provision • Extends the outpatient hold 
harmless provision for those rural hospitals and Sole Community Hospitals ('SCHs') with 
100 or fewer beds. The estimated cost Is approximately $200 million over ten years for a 
one year extension. 

- Expired: December 31, 2012 for rural hospitals and SCHs with no more than 100 
beds. It expired March 1. 2013 for SCHs with more than 100 beds. 

Hospital wage index improvement - Extends reclassifications under Section 508 of the 
Medicare Modernization Act (P.L 108-173). 

- Expired: March 31. 2012. 

Extension of payment for the technical component of certain physician pathology 
services - Allows independent laboratories to bill Medicare directly for certain clinical 
laboratory services. 

5 Expired: June 30, 201 Z. 

Extension of certain payment rules for long-term care hospital services and of 
moratorium on the establishment of certain hospitals and facilities - Extended 
Set:tions 1 14(c) and (d) of the Medicare. Medicaid and SCHIP Extension Act of 2007. 

- Expired: June 30, 2012. 

Extension of physician fee schedule mental health add-on - Increased the payment 
rate for psychiatric services delivered by physicians, clinical psychologists and clinical 
social workers by 5 percent. 

- Expired: February 29, 2012. 

Extension of Medicare reasonable costs payments for certain clinical diagnostic 
laboratory tests furnished to hospital patients in certain rural areas - Reinstated the 
policy included in the Medicare Modernization Act of 2003 (P.L. 108-173) that provides 
reasonable cost reimbursement for laboratory services provided by certain small rural 
hospitals. 

- Expired: June 30, 2012. 

Extension of Community Health Integration Models - Removed the cap on Ihe 
number of eligible counties in a Stale . 


Expired Seplember30, 2012. 
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i STRATEGIC 

HEALTH Care 

)uly27, 201S 


Honorable Kevin Brady 
Chaimian, Health Subcommittee 
House Ways and Means Committee 
1102 longworth House Office Building 
Washington. UC 20515 


Honorable fim McDermott 
Ranking Member. Health Subcommittee 
House Ways and Means Committee 
1106 Longworth House Office Building 
Washington, DC 20515 


Dear Chairman Brady and Ranking Member McDermott: 

On behalf of America's Critical Access Hospital Coalition. I respectfully submit to you written 
testimony for the hearing on )uly 28, 2015, to discuss rural health care disparities created by 
Medicare regulations. America's Critical Access Hospital Coalition is comprLsed of more than 150 
CAHs across the country that brings together hcaltlicare leaders lo develop innovative, sustainable 
practices and plan for the future of healthcare in rural America. 

Thank you tbr you providing the Coalition the opportunity to express several of its concerns. Wc 
look forward to working with you. 



Paul lee 

Senior Partner and Founder 
Strategic Health Care 


cc: House Ways and Means Committee. Subcommittee on Health Members 


Ju/y 2015 
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Hearinjt Entitled 

*"Rura] Health Care Disparities Created by Medicare Regulations'* 
July 28*2015 


Teladoc 2 Manhaltenv<lle Hosd Suite 203 ♦ Pufthase. NV 
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Chairman Brady and members of the Subcommittee, (hank you for holding (his important hearing 
on rum) health and for the opportunity to submit written testimony lor (he record. 

Backgrnund 

Teladoc was founded in 2(K)2 with the goal of improving and broadening access to health care 
professionals white enhancing quality and decreasing costs. The company is the first and largest company 
providing primary care telehealth consultations in the United Stales. Teladoc's physicians serve over 1 1 
million members and it is anticipated that (hey will conduct more than five hundred thousand unique 
visits this year. Teladoc provides 34/7/365 access to aHordablc, high quality medical care via interactive 
audio and audio-visual technology. Teladoc deploys its network of over 1 1 00 board-ccniricd physicians 
and behavioral health professionals to address simple non-emergent medical conditions, 
industry experts, payers and most importantly, individual consumers hove embraced Teladoc as a 
convenient. atTordable way for patients to access healthcare services. Our services arc available to 
individuals primarily through (heir employer- or as-sociation-s-ponsored health benefit plans. Our clients 
include health plans, large and small umployers. ho.spiial systems, unions, and state health plans. 

.Ml of the doctors in Teladoc’s network are U .S. board-certilled family practitioners, emergency 
room physicians, pediatricians and internists who use electronic health rceord.s to diagnose, treat, and 
write prescriptions when necessary. Our quality process meets National Committee for Quality Assurance 
(NCQAl standards. Teladoc physicians provide care while adhering to our set of 1 10 proprietary, 
evidence-based clinical practice guidelines for the treatment of common uncomplicated medical 
conditions using audio video or interactive audio with asynchronous store and forward technology. 

Tcleheul/h isxafc. 100% of the time, patients using Teladoc's phy sician netw ork must provide a 
complete medical health record through the telehealUi platform, otlen times supported by the medical 
history provided by the patient's health plan. The physician must review the data before the real lime visit 
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is arranged. In the practice of traditional cross coverage, the covering physician ma> not have access to 
the patient's Electronic Medical Record (EMR). The standards and quality of care for patients treated 
through lelehealtli is at least equal to and sometimes greater tiian that of an in-person encounter. 

Tcfeheahh savts the .system mvnev. A Teladoc visit is just 30% of the cost ofa traditional primary 
care physician visit, 25% of an urgent care visit and only 2.5% of an emergency room visit. The cost 
savings to patients, employers. Medicare and Medicaid is substantial. As an additiun.il benefit, there is a 
significant reduction of unnecessary emergency room visits, improving access for true medical 
emergencies. 

Telchcullh is responsible for curbing health care costs and increasing positive patient outcome.^ 
and satisfaction within the health care system. New data released by the University of Rochester Medical 
Center found that iclehealth eliminated nearly one in live emergency mom visits'. 

A study released in February 20 1 5 by Veracity Healthcare Analytics found that the use of 
Tcladoc's services among beneficiaries of one of the nation's largest employers was associated with a 
significant reduction in per member per moniJi spending, in part as a result of reduced office visits, 
emergency room visits and ht>spitalizaiion.s\ A separate analysis prepared for Teladoc by Red Quill 
Consulting^ found that the average cost of a iclehealth visit is substantially lower than a visit for in-person 
acute care and (hat. even in Medicare where iclehealth visits are reimbursed at the same rate as in-persoii 
care, the Medicare program would achieve signil'icanl savings by olTeriiig iclehealth serN'ices more 


* Orr, Leslie, "Is Telemedicine a Viable Alternative to Ambulance Ride and ER Visit?," June 1 1, 2015. 

’ Choudhry. N., Milsteln. A.. Gagne. J., "Impact of Teladoc Use on Average per Beneficiary Per Month Resource 
Utilization and Health Spending." Veracity Healthcare Analytics, February 201S. 

^ Yamamota. Dale H., "Assessment of the Feasibility and Cost of Replacing In-Person Care with Acute Care 
Telehealth Services." December 2014. 
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broadly. Thai same analysis found (hat even a modest amount of increased utilization - because of the 
introduction of lelehealth scr\ tees • would not offset these Medicare savings^. 

Teleheullh pnfvuics nion* options for pathnts to uccess core. The use of telelicalth is 
particularly important to rural areas - approximately halfnf Tcladoc’s patients reside in rural areas. 
Moreover, telehcalth is an effective way to provide timely access to those who (ravel frequently or 
who may not have the nexibility to access a phy.sician's office during regular business hours, h is a 
health cure service for which there is growing consumer demand. 


TeMicuUh providvx rominr mvJicaL care. Interactive audio using asy nchronous store and forward 
technology and audio-video medical consults conducted by experienced primary care physicians 
appropriately address routine, acute, non-emergenu non-rccurretu medical conditions with marketplace 
receptivity for its merits in addressing minor issues. In researching possible methods for nurse telephone, 
triage for tmerventton.s. some large health plans have identiHed nearly 5000 clinical scenarios and 32U 
symptoms from which an intake nurse can choose. Al\er further questions, approximately 15 ultimate 
scenarios may arise from any one symptom. Experience has determined that there are about 550 clinical 
scenarios as candidates for telehcalth consultations; 120 of tltcse scenarios may be appropriate for 
physician intervention instead of or in addition to a nurse. ^ Some examples include: 


• Respiratory Infections 

• Gastroenteritis 

• Sinusitis 

• Bronchitis 

• Urinary Tract Infections 

• Pharyngitis 

• Seasonal Allergies 


* Yamamota, Dale H., "Assessment of the Feasibility and Cost of Replacing In-Person Care with Acute Care 
Telehealth Services/ December 2014. 


^ Gingrich. Newt; Boxer. Richard MD; Brooks. Byron MD; Telephone Medical Consults Answer 
the Call for Accessible. Affordable and Convenient Healthcare; Center for Health Transformation. 
Washington. DC; 2008 


4 



107 


* Prescripiion retills as appropriate for the short-term, excluding controlled 

(Government Program Barriers 

In recent years, the use of lelchcalth cnica'd the moinsiream of health care dclivct> for primary 
care. Commercial payers, employers and consumers have embraced tcichealth as a convenient. elTicicni. 
and cosl-effeclivc way to provide primary care services. Unfonunatcly, govemnienl programs .such a.s 
Medicare have been slow to embrace telchcallh services. In fact, government mies and regulations pose 
signii'icanl barriers that prevent Medicare and Medicaid beneficiaries, veterans and others from accessing 
telehealth services. 

Medicare beneficiaries have had much more limited access to lelcheallh services because federal 
telehealth polieies are out of date. Reimbursement is only available for a limited range of Medicare Pan 
H scH'ices. Reimbursement also is available only when live video is substituting for an in-person visit, 
and does not extend to asynchronous store and forward technology except in a limited number of federal 
telchealth demonstration projects. Moreover, telclicalth is covered in Medicare only when originating in a 
limited setting when a site is operating in a health professional shortage area, a demonstration program in 
Alaska and Hawaii, ora couniiy' outside a metropolitan statistical area. 

Recommendations for Kemoving Barriers 

We strongly believe that acute care lelchcalth services should be billable under the Healthcare 
Common Procedure Coding System where such services would hove been reimbursed as medically 
neces.sary' care in an in-ot71ce selling or other physical setting under Medicare. Wc also believe that 
barriers tolelehcahh services should be removed so that Medicare beneficiaries with chronic conditions 
can have expanded access to remote monitoring services, especially if they are part of u care network 
within a Medicare Advantage plan setting. Accountable Care Organization. Patienl-Ceniercd Medical 
Home or oilier fonn of coordinated system within Uic program. 
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Specifically, Teladoc would recommend that the Committee consider the following changes to 
the Medicare program: 

1 ) rcN isc Medicare policy so ihot physicians need not be required to be ph>sicaliy present 
for lelehealih services to be reimbursed under Medicare; 

2 ) allow reimhupiemenl under Medicare for lelehealth ?icrviccs without requiring that such 
sen'ices originate from a statutorily or regulalorily defined specific site of care; and 

3) waive Medicare origination site fees for providers of lelehealih services. 

11iese changes would go a long way to expanding access to care, helping reduce Medicare costs, 
and improving services for beneficiaries with chronic conditions. 

Prov iding more broad-based access to Medicare beneficiaries not only would create a better 
patient c.xpericncc fur seniors, but would reduce emergency room visits and prevent getting non- 
emergency care in more expensive care settings. As Baby Boomers continue to enter the Medicare 
system, they will already be accustomed to utilizing technoiog) for their care delivery and management. 
Some examples of how Teladoc can alleviate cost pressures and enhance quality in the Medicare program 
include decreasing emergency room visits for non-emergent care, improved access to medical care by 
removing the disparities in access between rural and urban area and decreased costs for both the program 
and the patients. 

For seniors w ith transportation or mobility challenges, the ability to access the healthcare system 
from home will allow this group to maintain their independence and to seek medical help without the 
inconvenience of arranging travel. Currently, without access to Tcladoc. seniors arc forced to wait for 
availability with their physician and phssician's oOlccs arc backlogged with these visits limiting ihcir 
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ability lo see additional patients and make up cost deficiencies with volume. From a safely and continuity 
of care perspective, complications that might arise from delayed access to a physician, exacerbate the 
issue and are another factor that increase costs and decrease quality of life for seniors. 

Conclusiuti 

leladtic would welcome the opportunity to meet w ith the members of the Committee to further 
discuss Ictehealth. our company and our poticy recommendations. We appreciate the Suhcommitlec's 
focus on issues adaled lo rural healUi and look forward to working with you in the future. 
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WISCONSIN HOSPITAL ASSOCIATION, INC. 

Statement of the 
Wisconsin Hospital Association 
before the 
Committee on Ways and Means of the 
U.S. House of Representatives 
“Rural Health Disparities Created by Medicare Re/iulatiuns” 
Tuesday, July 28, 2015 




On btihclir of our more than t4(i member hospitals and health systems, including many small and 
rural hospitals, the Wisconsin Hospital Association (WHA) appreciates the opportunity to 
provide comments on rural heoUh disparities created by Medicare regulations. 

By way of background, Wisconsin hospitals and health systems ore nationally kmmn as 
innovators and deliverers of high ‘^alue*‘ care - high quality, co.st ctlkient care. Wi.sconsin\ 
rural prospective payment system (PPS) and Critical Access Hospitals arc equally committed as 
their laigicr suburban and urban counterparts to providing high value care. In fact. Wisconsin was 
ranked the second most highly-rated state in the counU> based on the quality of its health care 
according to the federal Agency for Healthcare Research and Quality (AHRQ). Wisconsin had 
the second best overall health care quality mea.sure score among all 50 stales based on more than 
2(K) measures that AHRQ used to evaluate health care performance. 1*he rankings arc FK)sted 
here; hli p:/^nlKinic(.;ihiu.ci>V'‘ inhordr sl3 le^s cle cl. Results like these have been conllrmed by 
others including the Dartmouth Atlas, Kaiser Family Foundation and lltc Commonwealth Fund 
and equate to bencHts for both the Medicare program and Medicare beneficiaries. 

Proactive Commitment To Quality, Value 

A few examples of the proactive work of Wisconsin hospitals are CheckPoinL PricePoinl and 
Wisconsin's Partners for Patients initiatives. These are projects in which virtually all Wisconsin 
hospitals, including rural PPS and Critical Access flospiials, participate. 


SSIO R«March Park Drive P.O. Box 259038 MadMn, Wi 53725-9038 « i608.274.UI20: fi608.274.8554) 4V»>noic 
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* \Visconsin*s ChcckPoint: First Voluntary’ Quttlit> Public Reporting Site in Nation - 
health care quality work in Wisconsin is grounded in measurement and transparency. 
WHA launched Checkpoint (www.WiC'heckPointor g ) in 2004. the first voluntary 
hospital quality public rcpiirting site in the nation. For over a decade. Checkpoint has 
promoted healtli care transparency by collecting and reporting information to help 
consumers make informed decisions about their hospital care. The mission of Checkpoint 
is to develop consumer- focused initiatives that provide reliable, valid measures of health 
care in Wisconsin to aid the selection of quality health care and quality improvement 
uciiviiies within the hospital field. Virtually every hospital in Wisconsin participates in 
Checkpoint, including reporting on over 50 outcome (eg; readmissions. infcction.s, 
mortality), process and satisfaction (MCAPS) measures. Unlike quality reporting eflbrls 
in other stales and even at the national level. Wisconsin *s CAHs participate in 
Checkpoint. Below are several examples of rural and urban outcome.^ on 
Checkpoint measures. 



* Wisconsin Partners for Patients - the vast majority of Wisconsin hospitals participated 
through WIIA's ‘liospiUil engagement network" (MEN) in this national initiative. This 
means Wi<a:onsin's hospiiaJs arc working collubK>raiivcly to addres.^ key quality and 
patient safety issues, including reducing readmissions, preventing hospiial-associaicd 
infections, decreasing adverse evenis and reducing the number of babies delivered before 

weeks. Our hospitals, including rural PPS and CAfls. had the following outcomes 
between 201 1-2014 from ilwir work: 

o of Wisconsin CAHs participated in these collaborative initiatives 
o 20% reduction of rcadmissions 
o 40% reduction of patient harm 

o Wisconsin health system cost savings for Medicare program totaled S87.094.000 
o Potential palicnl harm reduced for 9,304 \\ isconsin patient.s 

Access information on these impressive clTons at; Imp:/ /w w w . w htt.ore>'i3ualirv .asn.s 

• Wisconsin's PricePoint - PricePoini is Wisconsin's price transparency website 
supported by the work of the WHA Information Center (WHAIC), WHAIC fs dedicated 

2 

S510 Research Parte P.O Box2S90}8 MaCtson. Wl S372&-90S8 '■•608.274.16201 r\608.274.85S4' Wha.tiie 







112 


10 collecting and disseminating complete, accurate and timely data about charges and 
services provided by Wisconsin hospitals and ambulatory surgery centers. WHAIC has 
been collecting and reporting data since 2(103. An updated, mure consumer-rriendly 
version of the website was recently launched. All of Wisconsin hospitals participate in 
PricePoInt, another testament to their proactive efforts to providing meaningful 
information to the public. Access the website at fittp://w ww.winricenoint.o re 

We believe these arc several examples of our hospitals' commitment to increasing value to 
patient.s. employers and payers, including Medicare. Wi.sconsin’s rural PPS and CAHs arc just as 
dedicated to these elTorts as any other facility. 

Medicare Policies and Their Impact on Rural Care 

Despite our stale's aggressive commitment to improving quality and value. Medicare policies 
can and do pose roadblocks to maintaining access to care in rural communities. WHA 
respectfully recommends addressing the following key CM.S policies; 

• Harmonize Conflicting “% Hour" Rules For CAHs - In .sub-regulatory guidance 
stemming from the two midnights prvlicy in the FY 2014 PPS final rule, CMS stated that, 
us a condition of payment, physicians at critical access hospitals (CAHs) must certify that 
a beneficiary may reasonably be e.xpectcd to be discharged or transferred within 96 hoius 
alter admission to the CAII. If a physician cannot certify the reasonable expcctulion that 
a Medicare beneficiary will be discharged or U'ansferred wilhin % hours, then Medicare 
Part A payment is inappropriate. This guidance appears to have brought to the foreground 
an apparent confiict in two 96 hour rules. WHA believes the dilTering 96 hour rules stem 
from the 1999 Balanced Budget Refinement Act (BBRA), which made important 
improvements to the CAM program, including establishing the 96 hour annual average 
for patients in order to participate in the Medicare program. However, the BBRA docs 
not appear to have appropriately cross-referenced the corollary payment statute as well 
and lell 96 hour limit {not an annual average) under its Conditions of Payment. 

Unless these two 96 hours are harmonized, access to care that should be delivered locally 
will be denied for numerous Medicare patients in rural America, forcing care further 
away to non-local facilities. This policy creates a barrier to care that legitimately can be 
provided in rural hospitals. It also places an arbitrary lime-based barrier in the physician- 
patient relationship. It does so by requiring a physician at a CAH to certify that each 
Medicare patient will be discharged or transferred wilhin the 96 hour window. .Situation 
where this CMS policy could increase rural disparities for care include: managing chronic 
diseases, pneumonia, other respiratory issues and certain procedures. The patients may be 
forced to travel longer distance to a hospital outside of their community or they may 
choose not to seek care at all. WHA and our rural. Critical Access Hospitals strongly 
support harmonizing these 96 hour rules, as contained in HR 169, the Critical 
Access Hospital Act, currently pending in the U.S. House Ways & Means 
Committee. 


SSIO Desesnai Park Drive P.O. Bax 2S903B Madison, Wl S372S-903a P <608 274.1S20I 11608 274 8554) arhaani 
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• Allow For More FIcxibilil) In "Direct Supervision" Rules - Beginning in 2009, CMS 
introduced ihe concept of "direct supervision" with some commentary in Open Door 
Forums, That commentary stated the physician must be “physically present” in the 
outpatient therapy department. While the requirement was relerred to a “clarification,” it 
was actually a fairly drastic change in policy without clinical rationale or evidence that 
quality of care or patient safety had been compromised in hospital outpatient 
departments. Further, the policy contradicted Medicare Conditions of Participation for 
CAfIs. As a result, ho.spilals found themselves at increased risk for unwarranted 
enfoiecmcnt actions for care they are qualified and capable of providing. Although CMS 
has implemented some smaller modifications to this policy, it is in force at the current 
time. 

WHA believes the change was unwarranted and will be particularly problematic for rural 
hospitals’ ability to provide Medicare beneficiaries with access to certain outpatient 
therapeutic services. WHA also believes it is important to raise the point that rather than 
traveling to other hospitals for their care, many rural Medicare beneficiaries may choose 
instead to «o/ seek care if that care is not locally accessihle. As we are certain the 
Committee is aware, delayed care causes more medical issues for patients, less 
preventative care and higher costs to the Medicare program. For these reasons. WHA 
supports bipartisan legislation - HR 1611, The Protecting Access to Rural Therapy 
Services (PARTS) Act — currently pending in Ihe U.S. House Ways & Means 
Committee. 

• Tw o Midnight Policy/Recovcry Audit Contractors - The onset of the Recovery Audit 
Contractor (RAC) program several years ago has had a variety of unintended 
consequences, one of which revolves around inpatient versus observation stays. This 
issue is the direct result of the RAC focus on denying Medicare payment for shorter 
inpatient slays becaicse the RAC deems, post-faet. that care should have been provided in 
the outpatient setting (regardless of the fact care was medically necessary). A corollary 
CMS policy effective throughout much of the e.sistence of Ihe RAC program has been to 
essentially deny hospitals Ihe ability to rebill (Medicare Part B) for these medically 
necessary services (note: this is the subject of pending litigation.) The ensuing confusion 
over RAC denials has resulted in some uptick in the number of patients put into what is 
known as “observation status.” Unfortunately, the solution CMS put forth in its FY 2014 
Inpatient Prospective Payment System Rule to this i.ssue, over objections from the 
hospital field, was a multi-pan policy known as the “two midnight" rule. 

Under the original two midnight policy, a time-based benchmark for inpatient admissions 
was created. The benchmark indicates physicians (or other qualified individuals) should 
admit a patient if he/she expects care to span at least two midnights. Second, it set fonh 
criteria for physician orders, cenification and documentation that must he included in the 
medical record in suppon of medical necessity and that inpatient admi.ssion was 
appropriate. Third, the policy provided a general presumption for external review 
contractors (like the RACs) that care spanning more two midnights should be presumed 
appropriate for inpatient admissions and Part A payment criteria are met. At the time the 
two midnight policy was relea.sed by CMS, the hospital field, including rural and CAHs, 
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expressed ctmeems that the policy was placing an arbitrary, lime-based criteria into the 
physician-patient relationship. Fortiuialely, Congres.s understood the depth of problems 
this CMS policy created and legislatively delayed enforcement (ie: RAC recoupment 
cIVorts) of it through September 30. 2015. Unfortunately. Congress did not slop or adjust 
the policy itself, which is still in effect. 

Due to the policy’s problems, MedPAC recently recommended the policy’s repeal. CMS 
has yet to do so. Instead, in its proposed CY 2016 OPPS rule. CMS would adjust its 
policy for stays spanning less than two midnights. In these instances, inpatient payment 
would be appropriate on a “case by case basis" based on the medical judgment of the 
admitting physician. CMS also proposes removing Recovery Auditors and Medicare 
Administrative Contractors from the first line medical review for these shorter stays and 
has initial reviews of stays lefts than two midnights done by Quality Improvement 
Organisations (QIO). CMS is proposing no changes to the two midnight policy for stays 
.spanning longer than two midnights. 

Overall, 3VHA believes CMS' proposed modifications as discussed above are 
valuable, but still do not address the underlying problems that created this 
situation — overzealous RACs. The two midnight policy was just one downstream 
impact caused by the Recovery Audit program, but there arc others. VVHA believes 
CMS needs to do more to fix the problems with this program and, therefore, 
supports lcgi.slation - the Medicare Audit Improvement Act (HR 2IS6) pending in 
the House Ways & Means Committee - that would do so. 

Finally, WHA wants to reiterate the unique circumstances of rural PPS and Critical Access 
Hospitals in slates like ours. These facilities are the rural health care infrastructure in 
Wisconsin and across the nation and WHA continues to strongly support the Critical Access 
Hospital program designation as well as key Medicare policies for rural PPS ho.spiials known as 
"Medicare Dependent Hospitals" and “Low Volume” hospitals. As CMS and Congress look at 
Medicare program policy, WHA asks it to keep the following in mind with respect to .small, rural 
hospitals; 

* Congress created the Critical Access Hospital designation in 1997 as hundreds of small 
hospitals closed due to their inability to financially survive under Medicare’s prospective 
payment system. Due to their small size and fluctuating patient mix, CAHs needed more 
stability in payments in order to survive. The alternative payment model used by 
Medicare for CAHs has allowed stability and access to care for some 60 million 
rural residents who are scattered over 90 percent of the nation's landmass. 
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• Stales with CAHs are 
providing cosl-elTcclive 
care for Medicare. For 
c.vamplc, Medicare 
spending in Wisconsin 
is lower for rural than 
urban S6,424 (rural) 
S6,70h (urban) (source: 
(Vantage). Further, 
other sources confirm 
that rural PPS and 
CAHs provide cost 
efficient care, as seen in 
these two charts. 


Medicare Cost per Beneficiarv for Hospital, 
Physldan and Outpatient Services, 2010 
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Commonwealth Fund Rank 
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Hawaii 

$5,311 
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9 . 

Iowa 

$6,572 

7 

82 

Montana 

$6,340 

5 

48 

New York 

$9,564 

_J 

51 

13 


Soufxe- mw //www r’Mhcxom/Ponoti/0/ooDen/CAH%2{)VoiueT)i 20F in ai%202%201 3.pdf 
• Rural populations tend to be older, sicicer and poorer than individuals in urban areas. In 
fact, the Department of )leallh and Human Services stales, "rural areas have higher rates 
of poverty, chronic disea.se. and un-insurance, and millions of rural Americans have 
limited access to a primary care provider." While 20 percent of the population lives in 
niral America, only nine percent of physicians practice in rural areas. Seventy-seven 
percent of the 2,05(1 rural counties in the U.S. arc primary care HPSAs. More than 50 
percent of rural patients have to travel 60 miles or more to receive specialty care, (source: 
NRHA). Additional flexibility for niral (iraduate Medical Education opportunities is also 
an area where CMS policy could be improved. 


In closing, Wisconsin hospitals have a strong and long-standing conimitnienl to 
collaboration and the pursuit of high value care — high quality, cost efficient care. Thi.v 
pursuit is shared by all of Wisconsin's facilities, regardless of size. WHA and our hospitals 
stand at the ready to assist Congress and CM.S in developing approaches that continue 
moving Medicare further along the health care value continuum while still recognizing the 
unique roles rural PPS and Critical Access Hospitals play throughout our state and much 
of the country. 
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